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EADERS of THe Bankers MaGazine will do well 
to read carefully our synopsis of the 58th annual 
convention of the American Bankers Association 
which begins in this issue on page 441. In _ this 
section will be found a carefully prepared digest of 

the proceedings of the general sessions and the various divisional 
meetings. A complete and careful reading of these pages, which 
can be made in short space of time, will give a true picture of 
what went on at Los Angeles this year; what topics were upper- 
most in the minds of those who spoke; what is the true temper 
of the American banking public at this time. It is possible to 
obtain a verbatim report of the entire proceedings but most busy 
bank executives will find this digest more helpful and a better 
aid to a clear understanding of the present banking picture. 


SHOULD BANKs “go on the air’? L. Doueias MEREDITH, assistant 
professor of Economics, University of Vermont asks and answers 
this question in an article beginning on page 423. The author 
describes at length the advantages and disadvantages of radio 
broadcasting as an advertising medium for financial institutions. 
He tells what the possibilities in radio are for both large and small 
banks and gives much helpful information for banks that. are 
considering the advisability of using this medium of publicity. 
Another article on the same subject will appear in our December 
number. 


THaT 1T HAS become a difficult problem to finance our municipal 
expenditures is pointed out by J. H. BaAcHELLER, president, 
Fidelity Union Trust Company, Newark, N. J., in‘ an article 
which begins on page 431. “The one principle which has been lost 
sight of,” says Mr. Bacheller, “is that individuals, business: and 
government should spend only as their income will permit. and 
until that fundamental is absorbed by us all, we are not making 
the successful effort to get away from the depression of today.” 


Howarp Wricut Harnes who has contributed many articles to 
THE BanxKERs MaGAZINE on the subject of small loans and is 
the author of “The Small Loan Department” has another article 
in this issue on page 433 in which he discusses some recent trends 
in personal loans. He discusses particularly the matter of interest 
rates and points out how necessary it is to charge a high enough 
rate to cover the cost of doing business. These rates should 
” all times be higher than those charged on ordinary commercial 
oans. , 
[Continued on page xIv] 
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If you are planning a new bank 
building, you ought to read... 


The Fundamentals of Good 
Bank Building 


By ALFRED HOPKINS 


Specialist in Bank Architecture 


It gives you complete information 
in regard to every phase of bank 
building; aids you in carrying 
out your own pet ideas; and sug- 
gests to you other ideas which 
have proven successful and which 
you might otherwise neglect. 


Written in a fresh and informal 
style, the book has the rare com- 
bination of being both entertain- 
ing and profitable. 


It is profusely illustrated, and 
attractively printed and bound. 


ORDER BLANK 


BANKERS PUBLISHING COMPANY Send for 
Book Dept.—465 Main St., Cambridge, Mass. 

You may send me postpaid for examination “The Funda- a copy 
mentals of Good Bank Building,” by Alfred Hopkins. 


Within five days after its receipt I will send you $7.50 in 
full payment or return the book. on 


approval 
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{Continued from page x1} 


One of the most able papers presented at the recent convention 
of The American Bankers Association was that of Hotman D. 
PETTIBONE, president, Chicago Title and Trust Company. This 
address is published in condensed form beginning on page 437 of 
this issue. ‘The simple fact,” said Mr. Pettibone, “upon which 
the future of corporate trusteeship must be based is the recogni- 
tion that trusteeship is a business, in itself. It is not an adjunct, 
not a convenience department, not a part-time job, not an incor- 
porated profession, not a friendly or family duty. It requires 
the undivided attention of a trained organization operating a 
business; the business of being trustee.” 


In his annual address as president of The American Bankers 
Association H. J. Haas who is is also vice-president of the First 
National Bank, Philadelphia, contrasted the gloom which pre- 
vailed last year at Atlantic City with a much more hopeful 
attitude which was apparent at Los Angeles. In his address 
which we publish in full beginning on page 457 he said: “We 
have probably experienced the enactment of some of the greatest 
constructive measures in our history. Our unemployment had 
never been as great and the fortitude with which they met their 
conditions is a matter of record. Generous assistance has been 
rendered to the unfortunate by those who have been able to carry 
the burden. Many of our outstanding leaders in business and 
industry have given liberally of their time and effort to public 
and social matters. In short, no matter what our position in 
life may be we should be proud of the fact that we are citizens 
of this great country where these things are possible.” 


A_ DISCUSSION OF THE future of the bond market will be found in 
our investment section beginning on page 497. “The real basis 
for faith,” it is stated, “is to be found in the stability of our politi- 
cal institutions and in the recuperative power of our productive 
industries. Subject to unprecedented strain, these have shown 
remarkable powers of resistance. That the shock of the great 
depression wiil be survived and industry and trade again become 
prosperous is a hope warranted by all our past experience.” 


A BANK WHICH loans money in good faith on the security of 
negotiable bonds will be allowed to hold the bonds as against the 
real-owner. This is even though the owner sent notices of the 
theft to all banks in the vicinity, including the bank which loaned 
the money, where it appears that the notice, while received by 
the bank’s mail clerk, did not come to the attention of the officers 
of the bank who had charge of the making of the loan. The 
details of this decision which was handed down recently by the 
Supreme Court of Michigan will be found on page 508. 
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Editorial Comment 
THE A. B. A. CONVENTION 


HAT was said and done at the 

\ \ / recent convention of the 

American Bankers Association 
at Los Angeles will be found summa- 
rized in succeeding pages of this issue of 
THE BANKERS MaGAzINE. There were 
no startling events at this annual meet- 
ing of the bankers of the country. Even 
the troublesome question of branch 
banking, which on more than one occa- 
sion has set off the fireworks, was 
handled this time in a manner to avoid 
renewal of this rather ancient contro- 
versy. This was done by declaring that 
the matter was not one properly coming 
within the purview of the association 
as a whole, but something to be consid- 
ered by the State and National bank 
sections. This position was in accord 
with the view taken in the September 
number of THE BANKERS MAGAZINE, 
where it was pointed out that, since the 
American Bankers Association is com 
posed of both state and national banks, 
it could not be expected to take an atti- 
tude that might be considered as antago- 
nistic to one large class of the member- 
ship. But in the report of the Economic 
Policy Commission positive ground was 
taken against the proposal to unify our 
banking system by bringing all banks 
under Federal control. It was held that 
the dual banking system is just as essen- 
tial in preventing bank centralization as 
is our dual system of government in pre- 
venting the centralization of political 
control. 

There are some phases of this branch 
banking question to which little atten- 
tion has been paid. While opposition 
to branch banking is by no means con- 
fined to state banks, it is this class of 
institutions that object to permitting na- 


tional banks to extend their branches 
into adjoining states for fifty miles be- 
yond the limits of the city in which the 
head office may be located. But if state 
banks were allowed similar privileges, or 
in fact all the branch privileges granted 
to national banks, this particular objec- 
tion would lose most of its force. Of 
course, the fear of the independent bank 
that it would succumb to branch compe- 
tition would remain. 

No good reason appears why, if a big 
national bank in New York is to be 
permitted to extend its branches into 
neighboring cities and towns in New 
Jersey and Connecticut, a like privilege 
should be denied to a big state bank. 
One object of recent banking legislation 
has been to place the two classes of 
banks on an equality, but there will be 
no such equality if the national banks 
are given a privilege in the respect men- 
tioned which is denied to the state banks. 

As was expected, the American Bank- 
ers Association went on record in op- 
position to the guaranteeing of bank 
deposits, and on the grounds long 
familiar in the discussion of this sub- 
ject, and whose validity cannot be suc- 
cessfully challenged. But there is one 
objection to the guaranty scheme, that it 
would put upon the strong banks the 
burden of carrying the weak institutions, 
which is less valid than the other objec- 
tions to the scheme, and this for the 
reason that this is, to a considerable ex- 
tent, a burden which the strong banks 
are already bearing, and from which 
there is no escape. Who can doubt 
that all the banks in the country, the 
very strongest included, are suffering 
from the numerous bank failures occur- 
ring in recent years? These strong 
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banks may have escaped “runs,” though 
not all of them have done so, but every 
big bank in the country has been under 
the necessity of maintaining a degree of 
liquidity that was exceedingly costly. 
And this may have been due to no fault 
of the big and strong bank itself, but to 
the loss of confidence caused by the 
suspension of so many of the weaker in- 
stitutions. 

Where lies the remedy? Has there 
not been in the past too much reliance 
on legislation and official supervision 
and not enough upon measures which the 
bankers themselves might apply? Is it 
not a case where reform must come from 
within rather than from without? In 
this connection it is pertinent to quote 
from an address made at the Los 
Angeles convention by Francis H. Sis- 
son, the newly-elected president of the 
American Bankers Association and vice- 
president of the Guaranty Trust Com- 
pany of New York. 

“Events have exposed weakness in our 
banking system, although when we con- 
sider the exceptional period through 


which we have passed we are justified 
in congratulating ourselves it has func- 


tioned as well as it has. But we are 
forced to conclude that there is room for 
improvement. Our banks can and must 
be made safer. The individual banker 
must exert himself to the utmost to see 
that his own bank is conducted along 
sound lines. The vast majority are doing 
that already with increasing success. But 
beyond this the individvai banker must 
unite with the others to throw their 
combined influence into the scales on 
the side of a stronger banking system. 
He must take the broadest possibie view 
of his professional function, of his place 
in the economic world. In some cases 
he must allow considerations of immedi- 
ate personal advantage to be overbal- 
anced by regard for the general welfare. 
He must also adopt an attitude of will- 
ing compromise in the interests of united 
action.” 

In this statement Mr. Sisson set forth 
the principle which the banks may be 
compelled to adopt, not primarily to 
protect other banks or the community, 


but to ensure their own safety and 
proper functioning. This principle js 
that of united action in behalf of sound 
banking. This principle of co-operation 
was advocated in a very able article by 
Professor E. C. Harwood of the Massa- 
chusetts Institute of Technology, pub- 
lished in the September number of Tue 
BANKERS MAGAZINE. But Professor 
Harwood’s plan related to the handling 
of deposits of suspended banks, and 
while admirable for that purpose, it 
seems that the most urgent need is for 
some practicable means of greatly limit. 
ing bank failures. The formulation and 
putting into effect of a plan of this kind 
is something the bankers may have to 
undertake through united action in the 
various banking centers of the country, 

Professor Harwood in a recent book 
(“Cause and Control of the Business 
Cycle”) has made a contribution to one 
important phase of this problem well 
worthy the attention of every banker. 
He points out one of the major causes of 
undue credit expansion and _ inflation, 
the invariable forerunner of eras of 
speculation with their harvest of bank 
ruptcies and bank failures. 


HELPING THE RAILWAYS 


N the initiative of the Savings 
() Banks Association of the State 

of New York a commission has 
been appointed, headed by former 
President Calvin Coolidge, to make a 
thorough survey of the railway situation 
and to report the remedies necessary to 
improve the condition of these vital in 
strumentalities of commerce. The mo 
tive in inaugurating this step was doubt: 
less due to the fact that the New York 
savings banks hold large amounts of 
railway securities, and if the railways 
whose obligations are held should be 
unable to meet their fixed charges, losses 
to the depositors in these banks might 
follow. To counteract any fear that 
might arise from this source, it may be 
pointed out that the investments of the 
savings banks of New York are care’ 
fully regulated by law, and that these 
banks have been watchful of the inter’ 
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ests of their depositors in making such 
investments. There is, therefore, no 
immediate danger to savings bank de- 
positors from this source. Still, the sav- 
ings banks cannot be indifferent to a 
situation which may, in time, impair the 
value of a class of securities heretofore 
constituting a large and safe outlet for 
their investment funds. Life insurance 
companies, and even the commercial 
banks, are also concerned in improving 
the financial situation of the railways. 

While the safeguarding of these in- 
vestments is a matter of great impor- 
tance to savings bank depositors, holders 
of life insurance policies, and others, 
there is one aspect of the matter of even 
greater concern, That is to maintain 
the efficient public service of our lead- 
ing railway systems. To assure this 
service it is essential that the roads shall 
earn sufhicient revenues to pay operating 
expenses, to maintain road-bed and 
equipment, and also to attract enough 
capital to provide for these and other 
outlays. That the roads lack such earn- 
ings at present is a well-known fact. 
And there are several causes for this 
unsatisfactory condition. In the first 
place, the railways are suffering from a 
depression which has seriously affected 
practically all lines of industry and 
trade. They have been hurt also by the 
growing competition of water and auto- 
truck lines and the rapidly-increasing 
taxes have constituted a burden difficult 
to be carried in the face of shrinking 
revenues. Class I railways (as reported 
in the Financial Chronicle) have paid 
out in taxes, in the years named, $98,- 
626,848 in 1911, $2'75,875,990 in 1921, 
and $303,560,479 in 1931. In 1929 
their taxes amounted to $396,682,634. 
In some of the years between 1911 and 
1931 the taxes paid were in excess of 
dividends disbursed. The shareholders 
—the real owners of the roads—got less 
than the various taxing authorities. 

Back of this railroad problem, and 
perhaps fundamental to its solution, is 
the whole policy of governmental regu- 
lation of transportation. That a mod- 
erate degree of such regulation is neces- 
sary in the public interest need not be 
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questioned. But it is now becoming ap- 
parent that close regulation of interstate 
commerce by the Federal Government 
and control of intrastate trafic by the 
forty-eight states have far exceeded any 
reasonable requirements. 

In that exceedingly stimulating vol- 
ume by Professor William Graham 
Sumner, “Earth Hunger and Other 
Essays,” it is said: “In our own country, 
the most remarkable piece of paternal 
legislation that has ever been passed is 
the Interstate Commerce Law.” There 
is evidence that this extreme excursion 
into the realm of paternalistic legislation 
bids fair to defeat what should be the 
real objective of any form of railway 
regulation—the maintenance of efficient 
service to the public. And it is clear 
that such service cannot be maintained 
unless the railways are relieved of some 
of the burdens they are now carrying, 
and of which excessive governmental 
regulation is by no means the least. 

The rates the roads may charge are 
subject to approval by the Interstate 
Commerce Commission. The wages they 
must pay are largely determined by the 
labor unions and by law. It is not an 
argument in favor of excessive rates or 
of low wages to say that these restric- 
tions seriously hamper freedom of man- 
agement. Upon this point it may be 
pertinent to quote a recent finding of a 
special transportation committee of the 
United States Chamber of Commerce, 
which said: 


“The fact of the matter is that wise, 
economical and efficient management is 
not advanced, but hindered by a rigid 
regulation. The wisest, most economical 
and efficient management of railroads, 
as well as other business organizations, is 
where the responsibility for the opera- 
tion and the earnings of a property rests 
upon the management, whose responsi- 
bility may not be shifted to some regu- 
lative commission.” 


Perhaps more vital to the solution of 
this problem than any other considera- 
tion is the policy animating the regula- 
tion of the railways by the Interstate 
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Commerce Commission. On this point 
the Financial Chronicle says: 


“If there is to be new legislation for 
the regulation of the conduct and opera- 
tion of the railroads, the judgment of 
some competent outside body should be 
sought to guide the legislative and ad- 
ministrative intent. Whether intended 
or not the commission, through its whole 
career, has shown a spirit of antagonism 
to the railroads, and certainly it has 
never shown much concern for their 
welfare in the formulation of its con- 
clusions. In cases coming before it for 
determination its attitude has been far 
from judicial, and it has often acted in 
a very arbitrary and dictatorial fashion. 
This latter course has been particularly 
in evidence in the case of the applica- 
tions of the railroads for aid from the 
Reconstruction Finance Corporation, as 
has been repeatedly pointed out in these 
columns. If a more liberal policy had 
been pursued towards the railroads years 
ago they would be in better position for 
passing through the distressing period 
with which they are now confronted. 
For in that event it would have been 
possible for the railroad executives to 
fortify the systems both physically and 
financially, thereby increasing their 
power of endurance when the time of 
stress and trial came—for all of which 
reasons the commission has lost the con- 
fidence of a large portion of the invest- 
ment world.” 


Such an attitude toward the railways, 
should it exist, would be most unfor- 
tunate, for these important instrumen- 
talities of commerce are not enemies to 
be punished by the Government, but 
faithful public servants. 

It has been said that the chief end to 
be reached is the maintenance of efh- 
cient railway service, in the public inter- 
est. But to maintain this service the 
confidence of investors is indispensable, 
for only by such confidence can the 
necessary capital be forthcoming. 

The railway commission now investi- 
gating this problem is composed of men 
worthy of the highest respect. Their 
findings will be awaited with great in- 


—- 


terest, and they will undoubtedly prove 
helpful in reaching a wise solution of it. 


PROPOSED CENTRAL SAVINGS 
BANK 


NDER the auspices of the Sav- 
| ings Banks Association of the 

State of New York it is pro 
posed to organize a central institution 
for mutual support, the capital and 
other funds to be furnished by a modest 
contribution in proportion to the de- 
posits of the banks constituting the mem- 
bership. 

The mutual savings banks of New 
York have established a high reputation 
for safety, having successfully withstood 
even the present severe depression. In 
one or two instances there have been 
temporary runs, but these were quickly 
ended by announcement that all the 
threatened banks would have the com- 
bined support of all the other banks in 
the locality. This gave a practical illus- 
tration of the adage, that in unity there 
is strength. Perhaps it further illustrated 
the desirability, and even the necessity, 
of closer co-operation of banks generally 
in protecting themselves against runs by 
frightened depositors. 

The excellent record made by the 
mutual savings banks of New York has 
been due to several factors. In the first 
place, the law under which these institu- 
tions are organized has been carefully 
framed and wisely administered. Then 
the trustees selected to manage the banks 
are usually men of exceptional character 
whose dominant aim is to protect the 
deposits committed in trust to them. As 
an additional element of safety, there 
has grown up, in the course of years, a 
tradition about these institutions which 
has been a leading factor in establishing 
and maintaining the high degree of pub- 
lic confidence they have long enjoyed, 
and which has been so signally mani: 
fested in these trying and perilous times. 

Mutual savings banks have been con’ 
fined, with few exceptions, to the states 
along the northern Atlantic seaboard. 
Why they have not flourished in other 
parts of the country has always been a 





~~ yo —— eee 


Se ee ee, eee ee ee ee eee 


a ae ae ae ae ae 


as 


THE BANKERS MAGAZINE 


matter of some surprise. One reason 
given has been that men capable and un- 
selfish enough to manage these banks 
could not readily be found in other sec- 
tions of the country. Possibly, there 
may have been a time when this was 
true, though it is so no longer. We 
have passed beyond a stage where 
financial capacity and integrity are mat- 
ters of locality, if such limitation ever 
existed. There may be difficulty, in 
some parts of the country, in selecting 
sound real estate securities which con- 
stitute a large part of the investments 
of the mutual savings banks, although 
this difficulty must be a diminishing one 
as the various parts of the country be- 
come more and more stable. Other 
types of securities would be as readily 
available to banks established in those 
sections where they are now lacking as 
they are to the existing institutions. 

Manifestly, a first condition to the es- 
tablishment of these banks outside their 
present limited sphere would be the ex- 
istence of a saving capacity on the part 
of the people. That this capacity is not 
lacking appears from the large amount 
of savings carried by commercial banks 
in nearly all parts of the country. 

If the mutual savings system should 
be generally extended, it would com- 
pete with the commercial banks now re- 
ceiving savings deposits. Some banks 
would be opposed to such competition 
while others would be glad to be relieved 
of a branch of their business which has 
given rise, at times, to considerable em- 
barrassment. The “time deposits,” rep- 
resenting savings accounts, are liable, in 
periods of crisis, suddenly to change into 
deposits that must be paid on demand. 
The competition of the mutual savings 
banks of New York with the commercial 
banks does not seem to be a matter of 
serious concern to the latter. Probably 
this same feeling might spread with the 
extension of the mutual system to other 
parts of the country. Some authorities 
contend that savings deposits should be 
segragated and specially invested, while 
others consider such a course imprac- 
ticable in that it would virtually create 
a class of preferred depositors. 
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The encouragement of savings, by pro- 
viding for their absolute safety, whether 
by the extension of the mutual system or 
otherwise, is a matter of serious import. 
Today there is an abundance of propa- 
ganda in behalf of spending, and it will 
therefore be refreshing to consider praise 
of those who save. This tribute to‘the 
savings bank depositor is from “Earth 
Hunger and Other Essays” by Professor 
William Graham Sumner: 


“It is not easy for us to form estimates 
of each other’s virtues, especially when 
we look at each other in classes, but the 
savings bank depositor, as a type, gives 
the surest and most concrete evidence of 
the industrial virtues. He must be in- 
dustrious, frugal, prudent and temperate. 
He is a capitalist; he is getting in hand 
that power which, as I have said, has 
created and now upholds all civilization. 
He is winning a share in its power. He 
is getting the upper hand of the tasks of 
life. He is fortifying himself against bad 
luck and disaster. He is developing his 
own character by the self-denial and the 
persistent pursuit of a selected purpose 
which he is obliged to practice. You 
find nowhere else such guarantees of 
sound judgment, sober reason and mod- 
erate temper as are offered by the fact 
of saving. There is no other guarantee 
of good citizenship which is so simple 
and positive, and at the same time so far- 
reaching, as the possession of savings.” 


The central institution to be organized 
by the mutual savings banks of New 
York will add still further strength to 


these already strong institutions. Like 
the provision against fire, it will rarely 
be needed, but should emergencies again 
arise, like those of recent years, it will 
be found wise that provision has been 
made in advance to meet them. 


THE LYTTON REPORT 


ONCILIATION is the principle 
embodied in the Lytton report 


on the controversy between China 
and Japan over Manchuria. That Japan 
is under the necessity of finding an outlet 





420 THE BANKERS MAGAZINE 


for her increasing population, now com- 
pelled to find support in a restricted ter- 
ritory, is not disputed by those familiar 
with the situation. That Japan has ac- 
quired in the past, quite legitimately, 
substantial interests in Manchuria, is 
also generally conceded. That these in- 
terests have been put in serious jeopardy 
by the disorganization in China is also 
evident. The real question at issue is as 
to whether or not Japan has gone to 
extreme lengths in the action to protect 
these interests. In the Lytton report it 
is claimed that this has been done, but 
Japan refuses to accept this conclusion. 
The report suggests that the sovereignty 
of China over Manchuria be re-estab- 
lished, and that the necessary safeguards 
be instituted until a satisfactory solution 
can be reached by conciliatory methods, 
the Chinese and Japanese governments 
uniting to find the proper remedy. 

The main objection to the action of 
Japan rests upon the contention that it 
was in violation of the Briand-Kellogg 
Pact and other treaties. Japan, in an- 


swer to this objection, puts in the plea 


of self-defense—a right which it is difh- 
cult for any nation to divest itself of by 
treaty or otherwise. 

Our own diplomatic position on this 
controversy is of great interest. We 
have virtually established a new doctrine, 
that territorial gains forcibly made will 
not be recognized by this country. Of 
course, if other countries—including 
Japan and China—have entered into 
such pacts, they should observe them. 
Had this doctrine ruled earlier in our 
history, we might yet be a British 
colony, the Confederate States might 
have become independent, Texas and the 
other territory acquired in the war with 
Mexico might not be a part of the Union, 
and we should be minus Puerto Rico and 
the Philippines, acquired in the war with 
Spain. But, manifestly, times and 
treaties change. 

Perhaps, had Japan been less hasty, an 
adjustment of the Manchurian trouble 
might have been reached along the lines 
laid down in the Lytton report. That 
report, although not absolving Japan, is 
far from being one-sided. No doubt 


Japan regards her action as necessary to 
protect interests for which protection 
could not be expected from any other 
source. This may reveal a serious weak- 
ness in the League of Nations. If the 
members find what they regard as their 
rights imperiled, and no effective steps 
are taken by the League to protect them, 
the member feels impelled to rely on its 
own force. 

Internal dissensions in China greatly 
complicate the Manchurian situation, 
and may prevent a settlement along the 
conciliatory lines the Lytton report lays 
down. 


THE POSITION OF THE 
TREASURY 


DEFICIT of more than $400,000, 
A for the first quarter of the 

* present fiscal year and a compara 
tively recent addition of $5,000,000,000 
to the public debt are not matters to be 
lightly regarded, although the credit of 
the Government is still high, as evidenced 
by the ease at which large issues of 
Treasury certificates are placed with the 
banks from time to time. But the man- 
ner in which these certificates are sold 
and the uses to which they may be put 
somewhat obscure the real credit situa- 
tion. Should business revive soon, these 
large and frequent demands of the 
Treasury upon the banks might seriously 
interfere with the ability of the banks to 
supply the credit demanded by expand 
ing business. At any rate, the sooner 
the Treasury is able to handle its op 
erations without chronic resort to the 
banks, the better. This cannot be looked 
for until conditions are favorable to 
putting out a large issue of long-term 
bonds which will attract personal and 
institutional investors. 

The large deficit in the revenues for 
the first quarter of the fiscal year, unless 
a similar unsatisfactory record is made 
for the remaining period, should be offset 
by the corporation taxes at the end of 
the calendar year and by the income tax 
payments in April next. But at the 
present the outlook is for further re’ 
trenchment and increased taxes unless 
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the balancing of the budget is to be other 
than a paper one. 


THE PRESIDENTIAL ELECTION 


N OW that our quadrennial political 


contest is ended, with elation for 

the victors and corresponding de- 
jection for the vanquished, the contest 
may be viewed more calmly than was 
possible in the heat of the campaign. 
While its flames were burning most 
fiercely, THE BANKERS MaAGAZINE—sur- 
vival of more than a score of such con- 
flicts—has never “viewed with alarm” 
nor “despaired of the Republic,” which- 
ever party might win. It has been ob- 
served in this long period of time that, 
irrespective of party triumphs and de- 
feats, the major influences of life remain 
unchanged. Were there any definite as- 
surances that what we call periods of 
prosperity could be counted on as the 
result of victory to one party, that party 
could count on an uninterrupted rule. 
History affords no such assurance. If 
the Republican party has been inclined 
in the past to claim that its rule was 
universally marked by prosperity, such 
a claim would find little support now. 
As a matter of fact, there have been good 
times and bad under Democratic and Re- 
publican administrations. Clearer recog- 
nition of this fact, and its corollary, that 
prosperity is less dependent upon the 
political complexion of the party in 
power at Washington than upon the 
conditions in production and trade, 
might enable the electorate to take a 
more dispassionate view of these contests 
than is commonly the case. 

The fact is that the major remedies 
designed to better conditions are already 
in operation. It is doubtful if these 
remedies can now be either greatly en- 
larged or curtailed. There is no marked 
division of opinion among Democrats 
and Republicans as to the ends to be 
achieved—trelief of unemployment, im- 
proved condition of agriculture, and the 
gradual restoration of production and 
trade to a more normal situation. True, 
there is some difference as to the methods 
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to be employed in achieving these ends, 
but this divergence is probably less than 
the politicians would have the public 
believe. 

What is supremely needed now is a 
relegation to the past of whatever bit- 
terness to which the late campaign may 
have given rise, and a united effort by 
the adherents of all parties to lend their 
support to the sound constructive meas- 
ures already created and to others that 
may be found necessary. This is the 
usual American way. Our people are 
noted for burying their political resent- 
ments immediately after a campaign is 
finished. Each party has had its chance. 
Both could not win. That either party 
has a monopoly of wisdom and honesty 
is something no sensible person believes. 
Patriotism is a common possession. 

This country is going through a severe 
trial. The poise and common sense of 
our people must be relied on to support 
the Government at Washington. This 
sustaining power was never more needed 
than now. Is there any doubt that it 


will be completely and ungrudgingly 
given? 


PROSPERITY—ITS CAUSE AND 
CURE 


N an address by Dr. Carl Snyder, 
some two years ago (quoted in “The 


Business Cycle,” by E. C. Harwood), 
it was said: “We have now hundreds of 
proposals and remedies for the cure of 
depressions, but who ever seriously urged 


a cure of prosperity?” Dr. Snyder 
added, “And yet this, in a way, is pre- 
cisely the vital need, a restraint from 
excess.” The “excess” to which he re- 
ferred was of credit or currency. “This,” 
he said, “is the fundamental and abso- 
lute requisite of all widespread specula- 
tion; it cannot be engendered or survive 
without this excess.” 

The use of the above title is not made 
in any flippant spirit. Perhaps a more 
accurate title would be “Booms, Their 
Cause and Cure.” But the title used 
may better serve to direct attention to 
some false notions as to what constitutes 


“prosperity.” Many people, some bank- 
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ers not excepted, thought our condition 
was highly prosperous in the spring of 
1929. It is now recognized that it was 
dangerously unsound at that time, and 
inevitably tending toward the disaster 
which happened a few months later. 
But at the time named the speculation 
had reached such headway that warnings 
were in vain, and even had they been 
made and heeded the calamity would 
have not been much less disastrous. The 
check to inflation, to be effective, must 
be applied at the very beginning. It is 
a case where delay is not merely danger- 
ous but fatal. 

Dr. Snyder inquired, ‘““Who ever seri- 
ously urged a cure of prosperity?” Of 
prosperity that is thoroughly sound no 
cure is needed. But for the speculative 
crazes which have devastated this coun- 
try repeatedly, and which many con- 
sider as indicating genuine prosperity, 
a cure is needed, though its discovery 
may be difficult and its use impracticable. 

The limitation imposed by banking re- 
serves might be effective in restraining 
credit if the credit-creating banks were 


required to hold some portion of gold in 
relation to their deposit liabilities. Only 
the twelve Federal Reserve banks are at 


present under such obligation. The 
20,000 other banks are free from such 
restriction, although the bank members 
of the Federal Reserve are required to 
have certain reserves deposited with the 
Federal Reserve banks, and these latter, 
in turn, must have 35 per cent. of their 
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deposit liabilities in gold or lawful money, 
But the reserve provisions in general are 
so slight, and since reserves can he in- 
creased by rediscounting and borrowing, 
the result is to make the credit volume 
of the banks as a whole without practical 
limits. 

In other words, the banking system 
permits that excess of credit which Dr. 
Snyder regards as the indispensable pre- 
requisite to a widespread era of specula- 
tion. To further limit the credit-giving 
powers of the banks might have results 
other than the curbing of speculation. 
And it is hardly to be expected that nu- 
merous unco-ordinated banks will act 
promptly and unitedly in checking credit 
inflation at its inception. Acting in- 
dividually it is not to be expected that 
the banks generally will take such a 
course, which may appear to be against 
their individual interest. 

Deflation, about which there is such 
loud complaint, is the legitimate after- 
math of its invariable predecessor, in 
flation. To the former much attention 
is paid, while the latter goes on exercis- 
ing its destructive influence with little 
notice. 

Of course, no cure is needed for 
genuine prosperity, but for the false 
prosperity, masquerading under the guise 
of excessive speculation, a cure is sadly 
needed. A cure for this sort of “pros: 
perity” may well be seriously proposed 
and the proposal received with the re- 
spect the gravity of the subject deserves. 





Should Banks Go on the Air? 


Does the Radio Furnish an Effective Medium for Financial Adver- 
tising?—A Discussion of the Problems of This Type of Appeal 


By L. DoucLtas MEREDITH 
Assistant Professor of Economics, University of Vermont 


sion which has transpired since 1921. 
It has also been estimated that the aver- 
age owner of a receiving set uses his 
radio about 850 hours per year or ap- 
proximately two and one-half hours per 
day. 


casting during the past ten years 
has produced at one and the same 
time the most rapid expansion on record 
of any method of entertainment and of 
any medium of advertising. It is esti- 


Ts development of radio broad- 


“The information presented in this article affords a basis upon 
which to consider the answer to the following question: Is radio 
broadcast advertising a desirable method of merchandising for 
financial institutions? The following facts tend to support strongly 
an affirmative answer: In the first place, the extensive use being 
made of radio broadcast advertising by banks in large and 
medium-sized cities indicates that the medium meets with approval. 


The day of. experimentation with this medium has passed among 
other advertisers, and because of this fact and the experiences of 
individual banks, it has also practically ended for financial 
institutions. Secondly, the advantages considered above tend to 
overshadow the disadvantages also considered, for many of the 
disadvantages may be obviated by care in preparation of the 
program. ‘Thirdly, on the basis of the information available, 
radio broadcast advertising costs no more than other media. 
Finally, the minor objections raised as arguments against broad- 
cast advertising may be rather easily surmounted. Consequently, 
an affirmative answer to this question, supported by the above 
information, strongly commends radio advertising to financial 
institutions.” 


mated that in 1921 there were barely The popularity accorded radio receiv- 


1,000,000 receiving sets in use in the 
United States, and the majority of these 
were home-made. Recent estimates of 
the number of receiving sets in opera- 
tion place the figure at more than 17,- 
000,000, one receiving set for three and 
a fraction adult listeners, which fact 
further indicates the phenomenal expan- 


ing sets very early led to the exploita- 
tion of this fancy for purposes of ad- 
vertising, because advertising offered an 
immediate means of sustaining pro- 
grams. No method was devised by 
which toll or metered charges might be 
collected from users of sets to support 
their favorite stations or programs. Pro- 
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posals that the Federal Government sus- 
tain programs through a tax levied upon 
receiving sets as in Europe have not yet 
been received with favor in this country. 
Few, if any, endowed agencies exist to 
provide programs for the interested 
populace. Consequently, advertisers 
quickly grasped the opportunity to pro- 
vide programs for radio fans who will- 
ingly consented to listen to “commercial 
credits” of reasonable duration, as the 
payment exacted for the entertainment 
provided by the programs. 

The use of radio broadcasting as an 
advertising medium began in 1923 but 
was not immediately accorded general 
acceptance. Advertising agencies only 
in recent years have felt confidence in 
recommending radio broadcast advertis- 
ing to their clients. A prominent pub- 
lication in the field of advertising as late 
as the middle of June, 1926, commented 
in an editor’s note that broadcasting had 
not yet become an advertising medium, 
and listed numerous articles to support 
this contention. The expansion of this 
type of advertising has been so great in 
recent years, however, that the point 
was reached in 1931 at which there were 
613 broadcasting stations in this country 
with an estimated cost in excess of $27,- 
000,000; revenue from all sources ex- 
ceeded $78,000,000 in 1931. 


ESTIMATES OF VOLUME 


Measurement of the volume of any 
type of advertising presents very great 
difficulties, and no measurement can be 
more than a careful estimate. It is rela- 
tively a simple matter to obtain the ex- 
penditures made over the two largest 
systems, National Broadcasting Com- 
pany and the Columbia Broadcasting 
System, but additional expenditures of 
considerable proportions are made over 
local stations and the expenditures over 
only a very few of these are tabulated. 
The National Broadcasting Company in 
1930 received revenues of approximately 
$20,000,000 and, in 1931, of approxi- 
mately $25,000,000, while Columbia 
Broadcasting System reported revenues 
of $8,586,000 and $11,621,000 for these 
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years respectively. These two systems 
sold $32,820,755 worth of advertising 
during the three years, 1927, 1928 and 
1929. “Financial and Insurance” broad- 
cast advertising expenditures included in 
this total have been combined, but to- 
gether totalled $2,050,530 during the 
three-year period. Advertising and Sell- 
ing has published the following annual 
totals of “Financial and Insurance” radio 
broadcast advertising expenditures over 
sixteen groups or networks as compiled 
for that publication by National Adver- 
tising Records: 


NATIONAL RADIO BROADCAST ADVERTISING 


Dollar Expenditures for 
“Financial and Insurance” 


Number of 
Year Advertisers Expenditures 
1931 8 $1,493,351 
1930 4 1,209,644 
1929 4 923,377 
1928 4 656,147 


The above figures give at best only a 
much lower estimate of the extent of 
financial merchandising through radio 
broadcasting stations than is actually the 
case. These figures unfortunately com- 
bine “Financial and Insurance” expendi- 
tures, and apply for the most part only 
to national or network broadcasting. 
However, in addition to national ex- 
penditures, much money is now spent 
on local stations also. 


RES 'LTS IN SPECIFIC CASES 


The measurement of the results of 
any merchandising device presents a 
formidable problem which is especially 
acute in radio broadcast advertising. A 
certain number of persons may write to 
the financial institution sponsoring the 
program or to the station from which it 
emanates, in order to express their favor- 
able and unfavorable opinions of a given 
program; a certain number may request 
the booklet or other material offered for 
distribution; other persons may make pur’ 
chases which they acknowledge resulted 
from radio advertising; and records of all 
of these instances may be compiled, but 
even then, no accurate determination of 
the effects of the advertising are possible. 
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It can never be determined how many 
persons listened to the program and 
enjoyed it without expressing favorable 
comment, or disliked it but failed to 
register disapproval; the number of sales 
traceable to a given program in which 
the customers will not acknowledge such 
influence defies calculation; and the 
sponsoring institution will never know 
how many transactions long after broad- 
cast of particular programs may be 
traced back to a given program or series 
of programs. Nevertheless, similar prob- 
lems present themselves in attempting to 
measure the results obtained from other 
advertising media, and it appears logical, 
instead of pointing to the insurmount- 
able aspects of measuring advertising re- 
sults, to accept as substantial evidence 
those results capable of measurement, 
and proceed from that basis at least. 

A few outstanding instances in which 
radio broadcast advertising has produced 
significant results for financial institu- 
tions will be cited in order to indicate 
the potentialities of the medium. Halsey, 
Stuart and Co., one of the largest if not 
the largest financial consumer of broad- 
cast advertising, has attracted a great 
deal of attention by the “Old Counsellor” 
programs. These periods on the air offer 
listeners high-grade music, and, as a 
part of the program, an address of sev- 
eral minutes’ duration devoted to the 
exposition of sound principles of invest- 
ment, delivered by the “Old Counsel- 
lor.” Prominent leaders of inaustry and 
finance also are frequently presented on 
this program which is broadcast over a 
network of the National Broadcasting 
Company. This series of programs has 
produced a great number of replies 
which for a single broadcast have ranged 
in number “from a few hundred to five 
or six thousand, the largest number being 
received during the winter and early 
spring months.” Reprints of the “Old 
Counsellor’s” talks have been offered to 
listeners and, during a two-year period, 
more than three million of these were 
distributed. Cities Service Company 
has also been an extensive advertiser by 
radio and has received replies amounting 
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to 5000 per month. This company also 
has offered a “budget book” in its broad- 
cast advertising during the past few 
years. Two hundred thousand requests 
for this book were received during the 
calendar year of 1930 which amounted 
to more than twice as many requests as 
those received in the preceding year. 
Each book contained a coupon which 
might be returned to Cities Service 
Company and one out of thirty-seven 
coupons have been sent back to the com- 
pany. Radio broadcast advertising has 
been used at times by some of the 
groups offering fixed trust shares for 
sale, and one of these groups found that 
“The average sale of trust shares to 
radio inquirers was far larger than the 
average sale to inquiries from any of the 
magazines which carried their advertis- 
ing.” The Investment Bankers Asso- 
ciation has also broadcast a considerable 
amount of material, but this has all been 
aimed less at direct selling than at edu- 
cation. 

The instances cited above likely con- 
vey the impression that radio broadcast 
advertising produces results only when 
used on a national or network basis. 
However, there have been many numer- 
ous users of radio broadcast over local 
stations for purposes of financial mer- 
chandising, and the executives of many 
of these institutions enthusiastically re- 
port favorable results. To mention 
many of these institutions, or to cite re- 
sults would require a compilation far 
beyond the scope of this paper, but a 
few of the prominent users of this 
medium include the Providence (Rhode 
Island) Institution for Savings, The 
Fletcher American National Bank of 
Indianapolis, Indiana, the United States 
National Bank of Denver, Colorado, the 
First Wisconsin National Bank of Mil- 
waukee, Wisconsin, the Northern Trust 
Company of Chicago, the Union Trust 
Company of Cleveland, Barnett Na- 
tional Bank of Jacksonville, Florida, the 
Bowery Savings Bank of New York, and 
numerous others. 


The use of radio broadcast advertis- 
ing by many of the larger banks in more 
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populous centers, and the emphasis 
placed above on expenditures for this 
medium in excess of those tabulated, 
may tend to convey the impression that 
radio broadcast advertising is much more 
generally used by financial institutions 
than is actually the case. Many smaller 
banks have not found it especially de- 
sirable to undertake programs of radio 
broadcasting as yet for several reasons. 
[n the first place, many of these institu: 
tions have not had access to broadcasting 
stations although the present existence 
of a station in nearly all cities of any 
size tends to obviate this difficulty. In 
the second place, the conflict of opinion 
concerning the merits of broadcast ad- 
vertising has deterred many bankers who 
have considered this type of merchan- 
dising from adopting it. In the third 
place, the mysteries of arranging a pro- 
gram on the air have been of such ob- 
scurity, both to advertising agencies and 
to bankers, that many of the executives 
of financial institutions have been ex- 
ceedingly reluctant to place programs on 
the air until they had greater assurance 
of the merits of the medium itself and 
also greater acquaintanceship with the 
fundamentals of preparing or supervis- 
ing preparation of a program for broad- 
cast. A recent writer on the subject of 
financial merchandising has referred to 
the use of broadcast advertising as an 
“academic question” insofar as the small 
bank is concerned. However, greater 
knowledge of the nature of the medium 
and the essentials of a broadcast pro- 
gram would tend to dissipate the aca- 
demic nature of the question. 


ADVANTAGES AND DISADVANTAGES 


No advertising medium can be satis- 
factorily judged without considering the 
advantages and disadvantages likely to 
accrue from it. Radio broadcast adver- 
tising offers numerous opportunities for 
advantages to accrue, and at the same 
time, some persons contend that numer- 
ous disadvantages encumber the use of 
this medium. Due consideration will be 
given in turn to each of these desirable 
and undesirable attributes. 
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Radio broadcast advertising, in the 
first place, appears to be emerging from 
the experimental stage as evidenced by 
the continued use which many institu- 
tions, including financial, make of this 
medium and the rapid growth of broad- 
casting stations as pointed out above, 
In the second place, the radio affords a 
wide circulation as indicated by the fact 
that receiving sets are now accessible to 
more than half of the families in the 
United States. In the third place, its 
cost is likely to be no greater than that 
of any other medium as disclosed by the 
analysis of this particular phase of the 
subject which is presented below. In the 
fourth place, radio broadcasting affords 
the advertiser the opportunity to offer a 
variable program to listeners. In the 
fifth place, because radio broadcasting is 
especially suitable for institutional and 
educational types of advertising, it is a 
medium particularly adapted to the de- 
velopment of good-will. In the sixth 
place, it is a medium which affords ex- 
cellent opportunity for co-operative ef- 
forts. Finally, broadcast advertising 
does not compete with other media but 
is complementary to other types of mer’ 
chandising used by financial institutions 
in the process of marketing their serv- 
ices. 

Several disadvantages of broadcast 
advertising for financial institutions are 
offered by those who do not advocate 
utilization of this medium. It is diffi 
cult, in the first place, to prepare a pro 
gram which will please at one time a 
large portion of a potential audience, 
and even though the program may 
please many, ill-will results from those 
not pleased. In the second place, it is 
difficult to determine the circulation of 
broadcast advertising and correspond: 
ingly difficult to determine the costs of 
this type of merchandising. In the third 
place, many executives of financial in- 
stitutions advisedly refuse to sponsor any 
but high-grade programs and feel that 
the cost of programs of this type is not 
warranted for the results obtainable. 
Fourthly, the area covered by a local 
broadcasting station and the territory 
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which the financial institution desires to 
cover in such a campaign are not always 
identical. Fifthly, the fact that many 
persons have favorite stations into which 
they tune and await the programs re- 
gardless of what else is on the air may 
render it impossible for the sponsor of 
another program to obtain the listeners 
he desires. This furthermore may lead 
to the creation of ill-will instead of 
good-will if the program to which the 
fan listens while waiting for his favorite 
program is on the same station and does 
not meet his fancy. Sixthly, the stand- 
ards of broadcasting and the standards 
of programs maintained by many local 
stations remain much below those of the 
national networks, and many bankers 
are unwilling to associate their institu- 
tions with organizations of this type. 
Finally, the type of program presented 
by national hook-ups over the larger sta- 
tions is frequently so much superior to 
that of the smaller station that relatively 
few persons tune in on any of the pro- 
grams on the local station. 


COST OF BROADCAST ADVERTISING 


No valid conclusion either in favor 
of broadcast advertising or against it can 
be made intelligently until some con- 
sideration has been given to the cost of 
this type of advertising. At the same 
time, analysis of the comparative costs 
of newspaper, magazine, radio, and 
other advertising is far from a simple 
problem. A great many estimates or 
hypothetical analyses of comparative 
costs have been made for all types of 
media but they afford relatively little in- 
formation because they are, for the most 
part, solely estimates. Too many as- 
sumptions of the number of sets, the 
number of listeners per set, the number 
of readers per magazine are usually 
made, to result in conclusions which are 
anything other than appraisals. Dif_i- 
culties of this type render inadvisable 
the computation of cost of results until 
broadcast advertising has been tried in 
given instances, but this objection is no 
more forceful when applied to radio 
broadcast advertising than when it is 
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applied to newspaper or magazine ad- 
vertising. The mere fact that a news- 
paper has a circulation of 50,000 is no 
indication that 50,000 families or even 
50,000 persons read the paper. Con- 
sider the many copies which are pur- 
chased but never read, the copies read by 
only one person, and the many pages at 
which not a single glance is cast. The 
business man glances at the financial 
section and perhaps nothing else; the 
sport fan views the sport page and per- 
haps no other; numerous housewives 
commence to read the paper and inter- 
ruption prevents further reading. Con- 
sequently, this objection to the inaccu- 
racy of measurements is not peculiar to 
radio broadcast advertising. 

The logical method to be used in 
measuring both newspaper and radio ad- 
vertising, as well as other types, is that 
of determining the cost of each inquiry 
and sale procured and attributable to 
the particular medium used over a given 
period of time. In financial institutions, 
this would mean computation of the cost 
of each new account, each bond sold, 
each safe deposit box rented, or the cost 
of inquiries received for each of these, 
and so forth. Most new business de- 
partments (or whatever name the de- 
partment may bear) seek to have each 
department inquire of many customers 
as subtly as possible, the manner in 
which each was induced to come to the 
bank for the particular transaction. 
Many persons will not divulge the real 
reason, it is true, but probably those who 
refuse to give this information compen- 
sate for those instances in which other 
persons exaggerate reasons. Each insti- 
tution must compute its own costs trace- 
able to each particular medium and then 
make a comparison, constantly keeping 
in mind the purpose intended and re- 
sults expected. This, of course, does not 
take into consideration the fact that each 
medium complements the other, but such 
intangible factors defy measurement at 
the present time. 

Theoretically, radio broadcast adver- 
tising is no more expensive and no 
cheaper than other forms of advertising. 
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Though the radio complements other 
advertising media, as the price spread 
between them becomes greater, the vari- 
ous media tend to become more competi- 
tive; the less expensive media _ will 
compete vigorously against the more 
expensive media. If radio were more ex- 
pensive than other forms of advertising, 
according to the theory of prices, it would 
not receive popular acceptance and 
would not have grown during the past 
few years as it has. If radio broadcast 
advertising were cheaper than other 
forms of advertising, that is, if one thou- 
sand dollars spent for this medium 
would produce 50 per cent. more in- 
quiries and sales than an expenditure of 
the same amount made in a newspaper, 
advertisers would tend to flock to the 
medium of lower unit sales or inquiry 
cost. Managers of radio stations would 
soon perceive the intensity of prevailing 
demand, the supply physically limited by 
the number of desirable broadcasting 
hours in the day, and soon would reveal 
this recognition by asking higher prices 
for time on the air. The seemingly 
vulnerable point of this reasoning, how- 
ever, is the fact that thus far methods 
of accurately testing the results obtained 
by given media have not been devised 
to the satisfaction of many persons. 
Even though the methods now used to 
test advertising leave untested many 
persons who have had contact with the 
medium, it appears only reasonable to 
recognize our limitations in this respect, 
utilize existing methods to the utmost, 
and strive vigorously to improve upon 
them. Consequently, if we accept this 
substantiation of the seemingly vulner- 
able point of the above reasoning, the 
conclusion is warranted that, in the 
long run, radio broadcast advertising 
will probably be no less expensive and 
no more expensive per inquiry and unit 
of sale than other media. 


MINOR OBJECTIONS 


Some executives of financial institu- 
tions raise additional objections to the 
use of broadcast advertising. These are, 
for the most part, of minor natures, but 
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completeness requires that they be con- 
sidered. Reference has already been 
made to the contention of one writer on 
this subject that radio advertising is an 
academic question for banks outside of 
the larger cities. The operation of more 
than six hundred stations throughout 
the country indicates that not all of 
these are located in large cities or com- 
prise links of national chains, for more 
than four hundred of these stations 
would be classified as local. Thus, the 
small bank or financial institution in a 
small city has access to this medium just 
as well as the institution in the more 
populous place. Several objections to 
the use of this medium by the small-city 
financial house have warranted a con- 
servative attitude on the part of the 
banker who is considering such a pro- 
ject. In the first place, the standards of 
the local stations frequently fail to 
measure up to the standards of the sta- 
tions comprising the national hook-ups. 
However, the station does not dictate 
the program to be offered, and it would 
seem that a high quality program offered 
by a financial institution would com- 
mand attention, elicit favorable com: 
ments, and produce results even though 
other programs on the same station 
failed to attain standards of the same 
height. Secondly, the expense involved 
may preclude daily appearance, but less 
frequent appearances afford splendid op- 
portunity to attain the desired ends. 
Thirdly, it becomes a difficult problem to 
obtain talent for a program which will 
gain and retain listeners whose attention 
is simultaneously sought after by the 
large hook-ups, but arrangement of at’ 
tractive programs is not an insuperable 
task for local stations. 


IS BROADCAST ADVERTISING DESIRABLE: 


The information presented above 
affords a basis upon which to consider 
the answer to the following question: Is 
radio broadcast advertising a desirable 
method of merchandising for financial 
institutions? The following facts tend 
to support strongly an affirmative 
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answer: In the first place, the extensive 
use being made of radio broadcast ad- 
vertising by banks in large and medium: 
sized cities indicates that the medium 
meets with approval. The day of ex- 
perimentation with this medium has 
passed among other advertisers, and be- 
cause of this fact and the experiences of 
individual banks, it has also practically 
ended for financial institutions. Sec- 
ondly, the advantages considered above 
tend to overshadow the disadvantages 
also considered, for many of the disad- 
vantages. may be obviated by care in 
preparation of the program. Thirdly, 
on the basis of the information available, 


radio broadcast advertising costs no more 
than other media. Finally, the minor 
objections raised as arguments against 
broadcast advertising may be rather 
easily surmounted. Consequently, an 
affirmative answer to this question, sup- 
ported by the above information, 
strongly commends radio advertising to 
financial institutions. 


An article by the same writer, ‘‘On 
the Air with Banks,’’ will appear in 
the December issue. This will con- 


tinue the discussion begun above, and 
examine the principles which under- 
lie successful broadcast programs, 


New “Set-Up” for Manhattan Group 


YIELDING to the trend of public opinion, the 
directors of the Manhattan Company, New 
York, have recommended to stockholders a 
plan for restoring that institution to its old 
status of a bank, absorbing or distributing to 
shareholders the various allied banking in- 
stitutions which it has controlled. 

The plan, on which the stockholders will 
vote on Nov. 22, calls for the distribution 
to shareholders of the ownership of the 
New York Title and Mortgage Company, 
through the medium of a holding corporation 
formed for that purpose; the merging of the 
International Acceptance Bank, Inc., into the 
Bank of Manhattan Trust Company and 
finally the absorption of the Bank of Man- 
hattan Trust Company by the Manhattan 
Company. The banking business is to be 
continued under the title of the Bank of 
the Manhattan Company, a name long dis- 
tinguished in New York's banking history, 
which was abandoned in December, 1929, 


when the Manhattan Company was trans- 
formed into a holding corporation. 

Stockholders of the Manhattan Company 
will continue to hold the same number of 
shares as formerly, but their par value will 
be reduced from $20 to $10 to allow for the 
distribution of the ownership of the title com- 
pany and the absorption of the acceptance 
bank. The capital funds of the Bank of the 
Manhattan Company will be the same as the 
present capital funds of the Bank of Man- 
hattan Trust Company, $56,816,466. The 
capital funds and reserves of the International 
Acceptance Bank, Inc., and the capital funds 
of the Manhattan Company, which aggregate 
more than $21,000,000, will be applied to 
reserves or used to write down some of the 
assets of the acceptance bank. 

If they continue at the rate maintained in 
the last nine months, the earnings of the 
Bank of the Manhattan Company after these 
adjustments will more than provide for the 
continuance of the present $2 dividend, it 
was stated officially. 
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Problems of Municipal Finance 


How the Average Citizen Can Help by Taking a Greater Interest 
in Economy and Tax Reduction 


By J. H. BACHELLER 
President, Fidelity Union Trust Company, Newark, N. J. 


finance our municipal expenditure. 

People who buy bonds, whether 
they be banks, corporations, or individu- 
als, like to know just how the business is 
being conducted in that municipality or 
corporation represented by 
the bonds. In those mu- 
nicipalities which have 
awakened to the fact of 
large costs and have 
sought to put their house 
in order, the bonds have 
had a fair market and the 
interest rate has been fair, 
but in those municipalities 
where the costs have been 
large and where those 
who govern have not 
awakened to this cost and 
attempted to put their 
municipality in order, the 
bonds are not desired at 
any rate. 

There has grown up 
an increasing practice of 
temporarily financing mu- 
nicipal projects by short 
term obligations. Heretofore many of 
those obligations have been sought and 
taken by large financial institutions be- 
cause those short term municipal obliga- 
tions have as a rule been paid. When 
the municipalities frankly admitted that 
they had no money to pay their short 
term obligations, this class of security re- 
ceived a black eye and out of town 
banks and institutions no longer wanted 
them at any rate of interest. Appeals 
were then made to the banks in the local 
municipalities, which heretofore had 
taken a moderate amount of the short 
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term municipal notes, to loan the munici- 
palities money with which to pay the 
municipal obligations held by the out of 
town institutions. Because of the seri- 
ousness of the money situation and the 
shrinkage in deposits, the local banks 
found themselves utterly 
unable to loan the munici- 
palities more money in or- 
der to pay off the obliga- 
tions held by the out 
of town institutions. Not 
only did this happen, but 
the municipalities finding 
themselves unable to col- 
lect their taxes in the same 
ratio as they had hereto- 
fore been collected, had 
incurred obligations which 
they expected to pay upon 
the receipt of the taxes. 
The taxes not being paid, 
they were unable to meet 
these obligations and 

Union made additional appeals 
Newark, to their local banking 
J. people. Improvements are 

desired and we have all 
hollered for them, but we find that we 
cannot finance them so they must be cut 
down accordingly. 

Depression has had some good effects. 
Since the war, the public demand has 
been for improvements and advanced 
methods—of education, sanitation, fire 
and police protection. No thought was 
given to costs. The management did no 
more than react to public demand. It 
did a good job and we have no right to 
find fault. The public now often for- 
gets its own past attitude. Today, as 
result of depression the public is taking 
a vital interest in cost of government. 
This is beneficial. 
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What practical. plans can be under- 
taken now which will help solve the 
municipal situation? 

Chiefly, as citizens we should each 
make a serious effort to understand the 
problems facing our municipal officials, 
to put ourselves in their place, and to 
readjust our own mental attitude. The 
most constructive thing each of us can 
do today is to understand the situation, 
not as partisan politicians, but as owners 
of a co-operative business. Perhaps our 
government officials could attempt some 
sort of educational movement, to in- 
struct the public in the fundamentals of 
government, the functions and problems 
and costs of its different departments. 

Second, we can copy the method of 
other municipalities which have been 


successful in making the public “tax 
conscious.” That is, we can engage in 
a campaign of advertising and publicity 
to induce people to pay their taxes. 

Another practical plan is to appoint 
a non-partisan group of citizens to act 
as a committee for investigating and ad- 
vising on the municipality's financial 
affairs. Such a committee has functioned 
successfully in Baltimore and other cities 
and can be of inestimable help if it con 
fines its activities to fact finding and not 
fault finding. 

The one principle which has been lost 
sight of is that individuals, business and 
government should spend only as their 
income will permit and until that funda- 
mental is absorbed by us all, we are not 
making the successful effort to get away 
from the depression of today. 


One-Third of a Century of Banking Service 


UNINTERRUPTED service of thirty-three years 
in a bank is a rare record at best, but when 
that record is made by one who founded an 
institution and served as its president for 
almost a third of a century, the record is 
exceptional. . 

On November 1, 1932, Oliver Jackson 
Sands, now president of the American Bank 
& Trust Company, Richmond, Va., made this 
score. 

Having worked in the First National Bank 
of Fairmont, West Virginia, of which his 
father was president, as cashier, the young 
banker secured a position as national bank 
examiner for the district in which Richmond 
is located, and this led to the selection of 
Richmond for the site of his future efforts 
and to the founding of his bank. Many in- 
ducements came to him through his length 
of service to leave Richmond for larger fields, 
but the old city held him. 

To sum up the results of his most efficient 
service in his bank one only needs to recall 
that its capital has increased from $200,000 
to $3,500,000, which is the largest capital of 
any bank in Virginia. Its deposits have grown 
to $15,000,000 and its resources to $23,- 
000.000. 

His influence is further seen in the fact 
that his first bank building to which he 
moved from the store opposite the post office 
on Main street, was the first skyscraper in 
Richmond, and this new architectural adven- 
ture became the butt of much good natured 
raillery until the Mutual Insurance Company 


followed suit within the next year or two. 

Today the little skyscraper stands enlarged 
to one of Richmond's finest modern steel 
structures and the American owns nine other 
complete banks which it operates in con 
venient locations throughout the city. 

From its first advertisement it is found 
that a board of directors of nine members 
has grown to a directorate of eighteen of 
Richmond’s most prominent business men. 
Of the original board the only survivors are 
Mr. Sands and Mr. William C. Camp, now 
vice-president in the bank. Supplementing 
this board the American has today associated 
with it as members of the advisory board of 
its branch banks thirty-eight other prominent 
leaders in Richmond's business interests. 

From three officers the executive personnel 
has grown to thirty and the tabulation of its 
stockholders would show as remarkable ar 
increase. 

And so it is seen that from a small national 
bank, under the leadership of Oliver Jackson 
Sands, the American National Bank has 
grown into the American Bank and Trust 
Company, one of the leading financial institu’ 
tions of the South with connections not only 
in its own section, but throughout the United 
States and in foreign countries. 

His activities have not been confined to 
his institution, but he has been a leader in 
all financial, industrial, charitable and patri- 
otic activities. The town of Sandston, named 
for him, is a monument to his vision, his 
industry and his interest in his fellow man. 





Late Trends in Personal Loans 


Progress Being Made in Legislative Recognition of the Interest 
Rates Necessary to Make Small Loans Attractive 


By Howarp WRIGHT HAINES 


its laws to permit mutual savings 
banks to make personal loans. The 
amendment reads: 


Ts State of Maine has amended 


CHAPTER 123 
An Act relating to Personal Loans by Mutual 
Savings Banks. 


Section twenty-seven of chapter one hun- 
dred and forty-four of the public laws of 
nineteen hundred and twenty-three is hereby 
amended by adding thereto the following 
subdivision, to be number XVIII, and titled, 
“Personal Loans.” 

XVIII. Personal Loans. In a note or 
notes of a responsible individual borrower 
with two substantial sureties or endorsers, 
approved by the board of trustees, in an 
amount not exceeding one thousand dollars 
directly or indirectly for any one individual, 
and the aggregate of such loans shall not ex- 
ceed five per cent. of its deposits.” 


Thirty-six other states have made no 
changes to permit savings or commer’ 
cial banks to make personal loans, al- 
though more than three hundred and 
fifty such institutions are now finding 
such loans apparently profitable, in that 
many states. To understand recent 
changes in small loan tactics, it is neces- 
sary to notice briefly how these banks 
are now handling small loans in spite of 
depressed conditions. 

In practically all states discount on 
personal loans is deducted in advance, 
varying from 6 per cent. to 8 per cent. 

he average charge is 8 per cent., or 
$8.00 per hundred, leaving the borrower 
$92.00 in cash. Forty per cent. of 
banks are now charging insurance or in- 
vestigation fees in addition to discount. 
Investigation fees run from $1 to $2.50 
per loan. Insurance, which pays the 
balance due on the note in case the bor’ 
rower dies, averages $2.00 per hundred. 
Some banks place this insurance with 


reliable old line companies—others set 
up an insurance reserve. 

While we are studying statistics we 
may as well go further and get the com: 
plete picture. When a discount of $8.00 
is deducted from a $100 note, which 
liquidates in twelve payments, is the 
bank getting the legal rate, or more? 
How may it protect itself against a bor- 
rower who refuses to pay and files a 
charge of usurious interest? To meet 
this possibility, two plans of loaning are 
in vogue. The minority, representing 
about one-fourth of small loan depart- 
ments, have gone to considerable trouble 
and expense in having certificates of de- 
posit and special note forms prepared, 
so that the borrower signs an agreement 
to buy a certificate for the amount of the 
loan. According to these contracts, 
after the borrower buys the certificate 
he immediately pledges it for a loan. 
Banks favoring this arrangement state 
the method has been in use by indus- 
trial loan banks for some years and has 
been found technically legal. 

A second plan of arranging small 
loans is in use in most of the remaining 
institutions, although it is more expen- 
sive. This is the savings-note-plan, 
whereby the borrower executes a note 
due in one year from date and agrees in 
the body of the paper to open a savings 
account and deposit one-twelfth of the 
face of the note each month. Savings 
pass book is issued so conditioned that 
no withdrawals can be made. Failure 
to make any deposit on the savings ac- 
count permits the bank to demand the 
balance. This plan seems to meet with 
100 per cent. approval where used, al- 
though the bank pays from 3 per cent. 
to 4 per cent. interest on the borrower's 
savings account when the loan is finally 
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paid, reducing profits on the average 
1.62 per cent. 

There is some question as to the 
originators of these plans, but since 1925 
there has been a gradual growth of in- 
terest in two and three-name paper in 
small denominations among commercial 
institutions. One of the latest develop- 
ments among these small loan depart- 
ments is the introduction of automobile 
loans, now made in many small loan 
departments with the endorsement of a 
reliable dealer, also furniture loans, 
occasionally guaranteed by retailers, but 
frequently made direct to the borrower 
on the sole security of household effects. 
A limited number of small loan man’ 
agers have expanded still further to take 
on diamond loans, and some report they 
have financed standard makes of wash- 
ing-machines and radios. 

The adoption of the car loan comes 
as a natural growth of the banker’s 
knowledge of the general success of 
auto finance concerns. According to a 
survey in which reports were received 
from 1498 bankers in every state in the 
Union, conducted by R. B. McFarland, 
52 per cent. of all banks are carrying 
automobile notes, or loans to automobile 
dealers. The State of New York, ex- 
cepting New York City, shows 78 per 
cent. of banks finance car sales, indi- 
rectly; 77 per cent. in Virginia; 78 per 
cent. in New Jersey; 26 per cent. in 
Kansas; 48 per cent. in Illinois, exclud- 
ing Chicago; to the lowest of 21 per 
cent. in Alabama. Thus, it is readily 
understood that with intimate knowl- 
edge of the safety of auto paper, it is a 
natural trend for the banker making 
personal loans to reason with himself 
that loans on new or late models may as 
well be made directly by the bank’s small 
loan department. 

A smaller percentage of banks are 
carrying personal finance paper. It is 
estimated that approximately 23 per 
cent. of banks loan money to reliable 
loan companies. ‘Thus, the banker is 
also learning that loans on furniture 
and other personal effects are, when 
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correctly handled, also profitable and 
stable. 

A quick swing around the field of 
small loans shows that a growing pro- 
portion of commercial bankers, finding 
certain classes of larger loans formerly 
considered safe now at low ebb, turn 
to the possibilities of smaller loans at a 
higher rate. This is particularly true of 
thousands of smaller banks, where re- 
ports reveal deposits are off as com 
pared with former years, and thus profits 
must be increased per dollar loaned, or 
overhead lowered. With overhead cut 
and less money available for loaning, 
profits have actually been maintained in 
some cases where small loans are prop- 
erly made and discounted. However, 
the small loan is by no means restricted 
to little banks. This statement is illus 
trated by the stupendous volume piled 
up by the National City Bank of New 
York, as well as those banks among the 
first to enter the field, the American 
Bank & Trust Company of Bridgeport, 
Conn., and the Hudson County Na- 
tional of Jersey City, as well as large na- 
tional banks in almost every metropolis. 

Just what banks now venturing into 
various forms of chattel loans will dis- 
cover during the next year or more is 
not so much of a conundrum as it may 
seem. Their annual costs in advertis- 
ing, investigating applicants, completing 
loans, collecting, and charging off losses 
will be determined to be very close to 
figures already available by our great 
chains of organized personal finance and 
social agencies, which have been making 
these same kind of loans since 1914 
under the Uniform Small Loan law now 
enacted in twenty-five states. True, in 
lending $500,000,000 annually to three 
million families, personal finance com: 
panies have been compelled to depend 
upon the investing public for their capi 
tal. This will run from 1 per cent. to 
2 per cent. higher than the cost of 
money in the average bank, which may 
be kept in mind, as we consider the fol 
lowing cost data. 

A number of interesting things have 
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come to pass in the field of personal 
loans during the past three years. With 
the facts before us that banks are test- 
ing out almost all types of small loans, 
and without permitting ourselves to 
form an opinion, let us investigate some 
happenings that are particularly perti- 
nent at this time. For the moment, let 
us leave our own group of commercial 
bankers—for in spite of our seven years 
in trying out small loans we are new at 
the game—and slip across the way to 
the inner sanctum of some of the larger 
finance companies who make car and 
furniture loans, as well as co-maker, in 
huge numbers. 

The first thing that comes to our ears 
as we pry the board up and look through 
the fence is shell fire, for the companies 
engaged in personal finance have spent 
twenty years fighting to prove to legisla- 
tures, judges and the jury of public 
opinion, that small loans are much more 
expensive to make than they appear. 

To accomplish this purpose, the Rus- 
sell Sage Foundation has taken a leading 
part in furnishing cost data that proves 
beyond doubt that the average family 
loan unsecured by bankable collateral or 
competent endorsers cannot be handled 
for much less than 21/4 per cent. per 
month on the unpaid balances, and that 
31/4, per cent. per month is a fair rate. 
The legislatures of twenty-five states 
have finally admitted the truth of this 
assertion and have passed the Uniform 
Small Loan Law, setting the latter rate 
asamaximum. It is under this law that 
the larger chains of personal loan com- 
panies have increased and operate under 
strict state supervision. 

But personal loans are still an un- 
known quantity. Take ourselves, as 
well-read as bankers should be, we go 
into the small loan game, almost unaware 
of the terrific battle that has been waged 
over this question for a decade. We 
look at the clouds of smoke just clearing 
away, see great chains of organized loan 
companies marching ahead with regular 
tread—-victorious in a series of skirmishes 
—and realize that when we got into the 
small loan business, we got into a very 
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lively occupation. A game, we may say, 
in which one must know exactly what 
can be done and what cannot. 

To understand fully how much little 
loans will cost we may review the situa- 
tion that developed in New Jersey in 
1929. There both political parties agreed 
that if the rate for personal loans could 
be lowered to 114 per cent. per month 
on unpaid balances, then the voters could 
borrow for much less, and borrowing for 
less would feel exceedingly good and 
cast votes accordingly. Just why both 
parties hit upon this idea at the same 
time remains a secret, but the result 
came very quickly. The legislature low- 
ered the rate to 11/4 per cent. as sug- 
gested, but the political leaders and the 
voters were weeping within a week. 
For instead of making loans at the new 
rate, practically every licensed personal 
finance company in the state withdrew, 
leaving only co-maker loans in the field. 

New Jersey was not even aware of 
what had transpired in the adjoining 
state of New York, which for years had 
tried to get capital into small loans un- 
der a maximum of 2 per cent. a month 
on unpaid balances. New York had 
found itself without any legitimate 
licensed small loan agencies, of which 
there are thirty-six hundred in the na- 
tion, sufficient in number to know what 
they must make in interest to exist. 

Then it was that the oldest personal 
finance concern in the United States, one 
that has operated for fifty years, and now 
makes one-tenth of all personal finance 
loans in the nation, agreed to open its 
offices in New Jersey for a trial period, 
throwing its books open to the investiga- 
tors and accepting whatever loss might 
result. The entire experiment was con- 
ducted under strict investigation of the 
state banking department and a com- 
mission appointed by the legislature. 
Books were open to the public, who be- 
gun to feel that perhaps nothing was be- 
ing concealed. The convincing thing 
about this experiment is that both the 
state banking department, the legislative 
commission and the public reached the 
same conclusion—that small loans on 
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cars or personal effects cannot be made 
at as low a rate as 1!/, per cent. on un- 
paid balances. 

Every banker who is now making or 
considering the possible costs of small 
loans should read the actual report pre- 
sented by L. C. Harbison, president, 
Household Finance Corporation, the 
company which stood the expense of this 
test: 


TO THE NEW JERSEY SMALL LOAN 
COMMISSION 


Gentlemen: 

Herewith is submitted a brief in explana- 
tion of the necessity for increasing the rate 
permitted under the New Jersey Small Loan 
Law. It is presented under the following 
headings: 

1. Resume of the Operating Expense of 
Household Finance Corporation in New 
Jersey Under the 14 Per Cent. Rate. 

Here we show that in spite of unusually 
favorable circumstances the experiment which 
Household Finance Corporation undertook at 
the request of the state authorities has proven 
this rate to be impractical. While restricting 
service to the more profitable sizes and better 
risks, with practically no competition, the 
corporation was able to earn only 4.40 per 
cent. net profit on employed capital and 
would have operated at a loss under normal 
competitive conditions. 

2. Analysis of Costs and Rates. 

Showing the costs of making and collect- 
ing loans during the first eight months of 
1931, distributed as to size of loan, and em- 
phasizing that either the rate on the smaller 
sizes must be high enough to cover their 
cost, or the rate on the larger ones must be 
sufficient to make up the losses. A rate 
equivalent to 2.47 per cent. on all loans 
would have enabled Household to have 
earned reasonable profit on the business dur- 
ing 1931. 


The business handled in New Jersey 
under this experiment in 1931 could be 
carried under many different rate plans. 
Either 2.47 per cent. could be charged 
on all sizes of loans or different rates 
might be applied to different brackets. 
For example, it was shown that on loans 
of $100 and less it would be necessary 
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to receive 3.61 per cent per month. On 
loans from $100 to $300, fair profit 
could be made at 2.36 per cent. per 
month; 2.20 per cent. would be fair on 
loans from $200 to $300, while on ad- 
vances of $50 and less, it would be 
necessary to charge 5.61 per cent. 

To bankers who are making consider- 
able number of $50 loans in their small 
loan department, these percentages will 
prove surprising, and it may be worth 
while to obtain a copy of the complete 
brief of the experiment from the House- 
hold Finance Corporation. In speaking 
of this test, Leon Henderson, Russell 
Sage Foundation, said: 

“TI was attracted by the commission's 
statement that companies were going 
across the line into Morrisville, and 
people in Trenton were borrowing in 
Pennsylvania. I find on investigation 
upwards of $800,000 worth of loans in 
the five loan companies in Morrisville. 
Now Morrisville has a population of 
5500. There is a loan, if they came from 
Morrisville, for every man, woman and 
child in Morrisville.” 

Thus, it was shown that this type of 
borrowing was intensely necessary to 
large numbers of people because of the 
great numbers forced to go outside at 
additional expense to obtain loans. 

Summarizing briefly, we may say 
there is no question as to the volume that 
may be obtained in our small loan de- 
partments. The problem that presents 
itself is: What rate must we charge to 
operate successfully if we are to carry 
various types of loans? To obtain a 
very exact answer as to the cost of each 
kind of loan we may go into the records 
furnished by numerous banks and com: 
panies. In making and collecting small 
loans the numerous details force up 
wards the cost. Cost analysis will con 
vince us what rate we must obtain more 
quickly than mere statements taken from 
authorities. 
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Future of Corporate Trusteeship 


Individual Trusteeship Will Continue to Exist in Some Cases, but 
the Corporate Trustee Will Gain Increasing Acceptance by 
the Public if Progress Continues Along Sound Lines 


By HoLMAN D. PETTIBONE 
President, Chicago Title and Trust Company 


inclusive; it has definite limita- 

tions, just as there are recognized 
limits to individual trusteeship. Indi- 
viduals in the future will not be selected 
to any extent to act as sole trustees in 
long term, large, bond issues, nor as 
escrowees, nor as registrars or transfer 


(inclusive: ie trusteeship is not all 


stances to function in much the same 
manner as a corporate trustee. I am 
not saying that a corporate trustee could 
not do as well or better; but merely that 
in a given case certain individual trustees 
may do as well as or better than a given 
corporate trustee. There is room in cer- 
tain activities for both corporate and in- 


agents. Nor will corporate trustees be dividual trustees under present condi- 


“Tndividual trustees are prone to be at one extreme or the other 
in administering a trust. Either their zeal or ignorance leads them 
to overstep the proper bounds of trusteeship, or they struggle 
along, ineffective, hiding behind or chafing at restrictions they do 
not comprehend. An individual trustee is constantly confronted 
with the necessityof making decisions affecting his trust and at the 
same time affecting himself. While this is true to a certain extent, 
at least theoretically, with corporate trustees, a corporate trust 
officer can be pretty well depended upon to take a more detached 


view than the average individual trustee.” 


likely to go very far in acting as secre- 
tary or treasurer for numerous clubs or 
other organizations. Individuals will con- 
tinue to act as executors, guardians, 
trustees under wills, and receivers. Why 
not, if the parties and the court want 
them? And in some cases it may be that 
beneficiaries will be better served by the 
individuals than by any available cor- 
porate trustee. There are single estates 
which are larger than many trust com- 
panies. Such estates can set up an ade- 
quate organization under special circum- 


Condensed from an address before the 


Trust Division of the American Bankers 
Association. 


tions. Several factors will determine 
which predominate and in what activi- 
ties. 

The simple fact upon which the future 
of corporate trusteeship must be based is 
the recognization that trusteeship is a 
business, in itself. It is not an adjunct, 
not a convenience department, not a 
part-time job, not an incorporated pro- 
fession, not a friendly or family duty. 
It requires the undivided attention of a 
trained organization operating a_busi- 
ness; the business of being trustee. In- 
dividual trustees are prone to be at one 
extreme or the other in administering a 
trust. Either their zeal or ignorance 
leads them to overstep the proper 
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bounds of trusteeship, or they struggle 
along, ineffective, hiding behind or 
chafing at restrictions they do not com- 
prehend. An individual trustee is con- 
stantly confronted with the necessity of 
making decisions affecting his trust and 
at the same time affecting himself. While 
this is also true to a certain extent, at 
least theoretically, with corporate trus- 
tees, a corporate trust officer can be 
pretty well depended upon to take a 
more detached view than the average 
individual trustee. 

A person desiring to create a trust 
has at most a very limited selection 
among individuals. Reasons which im- 
pel the creation of a trust frequently 
negative the availability of a member of 
the family. Only one or two unrelated 
individuals will measure up to the re- 
quirements and be available. Even so, 
the creator of the trust has very likely 
had no experience with the individual 
so selected, acting as a trustee. The ac- 
quaintance has grown out of some social 
or business contact unrelated to trustee- 
ship. It has afforded little or no oppor- 
tunity to judge abilities in a trust ca- 
pacity. Recently I had occasion to 
discuss a proposed reorganization of a 
defaulted real estate bond issue with a 
protective committee. Certain members 
of this committee, who were also bond- 
holders, contemplated becoming trustees 
to manage the reorganized property for 
all bondholders, most of whom were 
strangers to each other. These men 
planned to be paid, only nominally if at 
all, for their services as trustees. They 
also intended to purchase interests of 
the scattered trust beneficiaries from time 
to time for their individual account, 
thereby averaging down their own costs. 
They are honest, respected business men. 
When the practical and legal difficulties 
of their position were pointed out, they 
could not appreciate that their well in- 
tentioned efforts would be subjected to 
the most critical scrutiny and that a 
trustee deals at great peril when he at- 
tempts to trade with the beneficiaries of 
his trust. These men had not the slight- 
est comprehension of trusteeship as a 
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business. It was merely something any 
one can take a hand at, if occasion arises, 
These same men, and many others, would 
display like ignorance administering a 
trust for a relative or a friend, or in 
selecting a trustee for their personal 
affairs. 

If trusteeship is to be conducted as a 
business, a trained personnel is required. 
One educated as a lawyer, engineer, ac 
countant—and these three professions 
are not selected at random—-has much 
to learn to be a good trust ofhcer. He 
must know human nature; he must have 
tact, patience; he must have business 
acumen; he must have administrative 
ability; he must have creative imagina- 
tion. Certainly he must know the 
limitations of his authority, but he must 
not use these limitations as an excuse for 
lack of independent thought and effort. 

In most types of trust work there 
must be one person educated in law; in 
other types the training required is en 
gineering, accounting, finance, invest: 
ment, or property management, and in 
every type of trust work and transcend- 
ing all else in importance, there must be 
skilled executive direction. The fact 
that this personnel is made up in part 
from different professions does not con: 
note an incorporated practice of those 
professions. I know that my education 
as a lawyer enables me to make distinctly 
better selections of lawyers for particu 
lar assignments and more intelligently to 
judge legal problems and legal results. 
That education in itself does not assist 
me in like manner to make a choice 
among engineers or to judge an engi 
neering problem of an engineering re: 
sult. But the education of the engineers 
of our staff enables them to do the same 
things in their own field. And s0 it 
goes with each profession or special field 
of activity. Over a period of years a 
well organized trust company should 
have on its staff men especially educated 
and trained for the different assignments 
coming to the company, making avail’ 
able in the aggregate a breadth of knowl 
edge and experience not possible in one 
individual or in a group of individuals 
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haphazardly selected for one special 
trust assignment. 

We have appreciated the obvious ad- 
vantages of corporate trust organization 
just mentioned, but I wonder if we have 
an equal understanding of the less obvi- 
ous fact that these very advantages hold 
within themselves the seeds of their own 
destruction. Specialization and organ- 
ization, after all, are not the end; they 
are merely the means to the end of effec- 
tive trust administration. Specialization 
overdone destroys initiative, responsibil- 
ity, breadth of view, and fails to pro- 
duce adequate executive direction from 
the ranks. No amount of organization 
can serve as a substitute for thoroughly 
trained, broad gauged, smart individual 
trust officers. To obtain these officers 
the raw material must be good, and 
there must be adequate inducement to 
strive for the top positions. And by in- 
ducement I mean, among other things, 
financial reward. I question whether 
trust salaries have been adequate to com- 
mand the best available talent. Salaries 
have been too low frequently because 
profits of trust activities have been small. 
This is in part a question of adequate 
fees; in part a matter of effective ad- 
ministration. 

In the future the successful trust 
manager must keep his eye on operating 
profits to a greater degree than hereto- 
fore. This will not necessarily mean 
larger gross fees although that is un- 
doubtedly the only cure in some lines of 
work. If custodianship of securities for 
individuals or agency accounts, as ex- 
amples, are to be regarded hereafter as 
a desirable trust company activity per se 
many companies will be forced either to 
increase the present fee or reduce the 
attention and lessen the responsibility 
of the trust company. Otherwise, that 
department of the business will continue 
to drain off profits from other activities. 

Effective administration means not 
only administering a trust well from the 
viewpoint of the beneficiaries, but it 
also means that the administration re- 
sults in a net profit to the trustee on the 
handling of each individual trust. 
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Otherwise, there is no sufficient reason, 
except charity, for taking the assign- 
ment. 

There must be selectivity in accepting 
trust business. Each corporate trustee 
must decide what business it can handle 
with profit to itself. If a living trust 
under $50,000 in value cannot be 
handled to the satisfaction of the cus- 
tomer and with profit to the trustee 
under a policy of separate individual in- 
vestments for each separate trust, then 
the trustee must either find another 
method, such as a common fund, or de- 
cline the business. Such trusts should 
be declined because of the character of 
the assets proposed to be turned over to 
the trustee. Some may be accepted, but 
with an agreement for extra compensa- 
tion for unusual difficulties. Standard 
fees should not apply to accounts with 
non-standard assets. We must also de- 
cide in each case whether we are willing 
to share our responsibility with a co- 
trustee. 

Cost accounting has hardly stepped 
out of its “swaddling clothes” in the 
trust business. The future will apply 
more extensive accounting tests. Trust 
business as a whole must stand on its 
own base. All costs, reserves and losses 
attributable to operating the trust busi- 
ness must be covered by fees received. 
Each trust activity must have allocated 
to it all proper receipts and expenses; 
otherwise we are in the dark as to our 
profits or losses from each source. Pos- 
sibly a new feature of that accounting 
will be to deduct from gross fees sub- 
stantial reserves for unforeseen contin- 
gencies, including losses on trust invest- 
ments. 

My company, in 1925, essayed a de- 
parture from current practice by setting 
aside a fund to make good losses on cer- 
tain interest bearing trust investments. 
Some securities entitled to the protection 
of that fund are now affected by a 
technical or serious default. Because of 
problems which have arisen, particularly 
an inability to admeasure the actual loss 
on individual securities at a time of 
world-wide business catastrophe and 
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wholesale default, we have not yet made 
any payments from the fund. This plan 
of ours, although it has provoked inquiry 
from every state and from abroad, has 
been assailed vigorously by some trust 
men. Whatever its merit or demerit, 
these things are definite: First, my com- 
pany has put $2,000,000 of its own 
money between its trust beneficiaries and 
loss on certain trust investments made 
by it, which sum it stands to lose before 
any beneficiary of a Protected Trust 
sustains a loss; second, the fund was di- 
rectly responsible for a large increase in 
the division of our trust business affected 
by it, namely, living trusts and trusts 
under wills. Even though this particular 
plan may be regarded as defective, in- 
adequate, unsound; nevertheless the un- 
derlying idea and objective may be sound 
and of great import. 

We have talked about the skill, per- 
manence, and financial responsibility of 
corporate trustees. I submit, that if we 
could add to these, some concrete assur- 
ance, not only that the trustee would 
exercise great care in investing the funds 
of a trust estate, but that if nevertheless 
an investment proves unfortunate, the 
beneficiary could look to some pool or 
reserve to which he with others had con- 
tributed, the day of the individual trus- 
tee would be over, and many trusts 
would come into being which otherwise 
would be unborn. Investment policies 
and results still constitute an outstand- 
ing problem for all trustees. 

Our concluding consideration of cor- 
porate trusteeship has to do with adver- 
tising and the solicitation of new busi- 
ness. There are those who would pro- 
hibit solicitation of certain types of 
trust business such as executorships, by 
any means, including advertising. Some 
of us are yet unconvinced of the lasting 
values of high pressure, emotional sell- 
ing of trust business. In fact, some of 
us believe that it is not only ineffective 
and offensive but also that the business 
resulting is unsatisfactory. 

We do, however, believe emphatically 
that we have a right to tell the public 
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the truth about our business. Just plain 
facts. No advertising can in the long 
run save a business if the product is not 
as advertised. Not everyone needs a 
trust, not every situation will be well 
served by a corporate or any other trus- 
tee; some trusts should endure for short 
rather than long periods; there are 
limitations to effective and profitable 
corporate trust activity. Not only must 
we decide what things we can do well 
and do them; our talk about our work 
must be sensible and accurate. Why do 
some corporate trustees continue to 
preach and preach about “service to the 
community?” As if we were eleemosy- 
nary institutions? Why do we per 
sist in talking about our “clients” and 
about the “ethics” of trusteeship? Trust 
beneficiaries are just plain customers of 
a respectable, forthright, business house; 
a trust company. And our “ethics” are 
the same brand which cause a druggist 
to use exactly the drug prescribed by a 
physician. Of course, our standards are 
different from those of soldiers or from 
doctors or jewelers. But they are never: 
theless merely standards suitable to our 
line of business. 

In almost every community there is 
need for some qualified trustees. In the 
larger cities only corporate trustees can 
possibly equip themselves to meet the 
demands. No one individual can at the 
same time acquire the necessary training 
and make himself available for an in 
definite number of widely different as- 
signments over a period of years. Per- 
manence, financial responsibility, public 
but not court supervision, experience 
and organization are indispensable at: 
tributes of trusteeship. 

From a beginning as a technical de- 
vice, trusts have developed into instru 
mentalities of trade, commerce, finance 
and family or community life. Trust 
law, with a sound base, is undergoing 
constant modification keeping abreast 
with the enlarging activities of trustees. 
Trusteeship is a business to be effec: 
tively, honestly conducted by seasoned 
corporate trustees as a business and at 
a profit. 
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convention met this year were 

radically different from those of 
last year. In place of rapidly falling 
security prices, there was a fairly stable 
market, following two months of sharp 
advances. In place of an increasing 
number of bank failures, runs and gen- 
eral loss of confidence, there was the 
smallest number of closings for the year, 
a return flow of money to the banks, and 
an almost aggressive hope of better 
things in the future. In place of slack- 
ening industrial activity and a steady 
increase in the ranks of the unemployed 
there came news of factories and shops 
reopening all over the country, with men 
going back to work and payrolls larger. 
In short, depression growing ever deeper 
seemed to have given place to the first 
signs of recovery. 

Nowhere was this more persistently 
reflected than in the addresses before the 
association. The attitude was unani- 
mously and _ vociferously optimistic. 
Hardly a speaker, whatever his subject, 
failed to mention the recovery and the 
belief that the worst of the depression is 
passed. Here are some samples of what 
they said: 

Harry J. Haas, president of the asso- 
ciation: “The happier atmosphere in 
which this convention meets as compared 
with that in Atlantic City is based, I am 
confident, on real and fundamental bet- 
terments in economic conditions.” 

Thomas C. Hennings, president of 
the Trust Division: “The general eco- 
nomic situation seems at this 
time to be definitely on the mend.” 

W. Walter Wilson, president of the 
National Bank Division: “We are still 
in the throes of a severe business read- 


Tes circumstances under which the 


justment but the signs of the times are 
most encouraging.” 

The resolutions committee: “For the 
first time during this long depression we 
are able to record definite signs of busi- 
ness improvement.” 

Francis H. Sisson, president-elect: “It 
is our sincere conviction that the country 
has moved out of its state of financial 
panic and is beginning its slow climb out 
of depression.” 


GROWING IMPORTANCE OF INVESTMENTS 


But if the economic cyclone is passed, 
most of the wreckage and debris caused 
by it remains to be cleared away. Judg- 
ing by the attention given to the subject 
of investments in the various meetings, 
it is in that field that much of the dam- 
age has been done. While taxation was 
announced as the main topic of the con- 
vention this year, it could quite reason- 
ably be said that the sub-topic was in- 
vestments. There were more than twice 
as many speakers on the latter subject as 
on taxation. Investments were consid- 
ered thoroughly and exhaustively—from 
general policy to definite types of bonds 
and the time to buy. 

Dr. Paul F. Cadman spoke before the 
Trust Division on general investment 
policy, that is, whether speculation or the 
taking of chances has any place in a 
bank’s investment program. H. N. 
Stronck addressed the State Bank Di- 
vision on the type of investments suit- 
able for secondary reserves. Andrew 
Price laid down the principles of bond 
investment before the National Bank 
Division, giving special attention to 
United States Government bonds and the 
time to buy. Then W. C. Mullendore 
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spoke before the Trust Division on pub- 
lic utility securities as investments, and 
H. G. Parker did the same for railroad 
securities before the Savings Division. 
Finally, the Economic Policy Commis- 
sion touched on the subject in speaking 
of the alternative if the amount of com- 
mercial paper available for banks does 
not increase. Such a development will 
require, said the commission, “a closer 
adaptation of the investment portfolio 
to the deposits side of a bank’s position 
in co-ordination with its commercial 
loans than generally existed at the time 
the depression fell with such destructive 
force upon the country. It will require, 
also, a better understanding and a higher 
development of the investment facilities 
of our commercial banks, rather than a 
suppression of these facilities by law.” 

This convention was distinguished 
from others of recent years by the qual- 
ity and quantity of speeches delivered by 
the president and his successor. It is 
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customary for the president not only to 
visit the sessions of the various divisions 
and sections, but also to offer a few re- 
marks of greetings and good nature. It 
is likewise customary for the new presi- 
dent, when inducted, to express his ap- 
preciation. But Messrs. Haas and Sisson 
were not content thus to go through the 
motions perfunctorily. 

President Haas attended every meet- 
ing of the divisions and sections, and to 
most of them he brought a prepared ad- 
dress. He ran a virtual campaign for 
lower interest rates on time deposits and 
regional clearing house associations. He 
spoke on the first subject before the Sav 
ings Division, the State Bank Division 
and the National Bank Division; on the 
second before the State Secretaries’ Sec- 
tion, the Savings Division and the State 
Bank Division. Before the Trust Di- 
vision he condemned the handling of 
assets in bulk in investing trust funds as 
a “vicious practice, as in case of the fail- 
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ure of the bank or trust company and 
the appointment of a new fiduciary, the 
mortgages cannot be transferred or as- 
signed but must first be liquidated before 


the trust can be terminated.” He asked 
the co-operation of the State Bank Di- 
vision members in the campaign for uni- 
form laws on bills of lading, warehouse 
receipts, stock transfers, bank collections 
and fiduciary relations. And he re- 
marked, with a note of sadness in his 
voice, that the president of the associa- 
tion, being in office only one year, has 
little chance to carry any difficult project 
through to completion. 

Mr. Sisson, too, had a prepared ad- 
dress when it came time for him to be 
inducted into the presidency. Space is 
not available for the inclusion of more 
than a few brief extracts which indicated 
that he would follow, in a general way, 
the past policies of the association. He 
spoke of “the fundamental problem con- 
fronting the bankers of America” as 


“Our banks can and must be made safer. 
What does this mean to the individual 
banker? It means, first, that he must 
exert himself to the utmost to see that 
his own bank is conducted along sound 
lines.” We interpret this remark to 
mean that Mr. Sisson’s administration 
will continue to work for the improve- 
ment of bank management. “But be- 
yond this,” he continued, “it means that 
the individual banker must unite with 
the other members of his profession to 
throw their combined influence into the 
scales on the side of a stronger banking 
system.” We interpret this to mean that 
under his leadership the A. B. A. will 
continue to promote the organization of 
regional clearing house associations. 


MUCH WORK FOR THE LEGISLATIVE 
COMMITTEE 


One of the natural concomitants of 
the depression has been a marked in- 
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crease in the demand for banking legis- 
lation of all kinds. Conditions being 
obviously unsatisfactory, people try to 
improve them by every means in their 
power—and one of those means is legis- 
lation. Thus the association’s Legisla- 
tive Committee had an unusually busy 
year, and its hard work was recognized 
publicly by asking the chairman, Robert 
V. Fleming, president Riggs National 
Bank, Washington, D. C., to present his 
report before one of the general sessions 
of the convention. 

He reported that “The association took 
an active part in supporting the bill 
creating the Reconstruction Finance Cor- 
poration as well as the Glass-Steagall bill, 
in both cases making recommendations 
which in our judgment strengthened the 
measures, some of which were accepted 
and incorporated into the bills as finally 
enacted into law. 

“The association 
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also endorsed the 


Association. 


Federal bankruptcy bill which is still 
pending in Congress. . . . 

“We have opposed the bill intro 
duced in the last session providing for 
the guaranty of deposits in banks of the 
Federal Reserve System. i 

“In the case of section twenty-three of 
the revenue act, which provides that a 
corporation can only deduct its bond or 
stock losses from its bond or stock profits 
and not from gross income, I am happy 
to report that we were able to secure an 
amendment to this section as it was 
originally drafted, whereby its pro- 
visions now do not apply to stocks and 
bonds employed in the banking business. 

“Another provision of the revenue act 
affecting the members of cur association 
is the two-cent tax on checks. This 
matter was given careful consideration 
and your interim committee took the 
position, which was affirmed by the ex: 
ecutive council, that the association 
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should not take any position in opposi- 
tion to the government’s program to 
balance its budget. However, at the 
time this position was taken and affirmed 
it was generally understood that the tax 
would take the form of a stamp tax 
— and it was not until later that 
it developed that the Treasury Depart- 
ment desired the tax to be collected by 
means of a bookkeeping charge against 
the depositor’s account. Your adminis- 
tration did all in its power to have 
the check tax take the form of a 
stamp tax rather than the bookkeeping 
Gere. . .. 

- Finally, Mr. Fleming traced the his: 
tory of the first Glass bill through its 
many metamorphoses until “On April 
18 another bill was introduced, known 
as S. 4412, which is more scientifically 
drafted and discloses, to a considerable 
extent, the influence of the Federal Re- 
serve Board recommendations. 


“While this bill has been favorably re- 
ported by the Banking and Currency 
Committee of the Senate . . . no 
action was taken on the measure up to 
the close of the session. I understand it 
will be pressed for action in the forth- 
coming short session of Congress and, 
in my judgment, many of the provisions 
of the new bill will meet with the ap- 
proval of the membership of our associa- 
tion, while others will call for careful 
consideration as to their effect upon cer- 
tain types of banking represented in our 
membership.” 


BRANCH BANKING OPPOSED 


One specific bit of proposed legislation 
embodied in section nineteen of the Glass 
bill was expected to cause some dissen- 


sion at the convention. It proposes, in 
effect, that all national banks shall be 
authorized to establish branches any- 
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233,000 


more Stockholders now 


than in Nov. 1929 


In the last three years the num- 
ber of American Telephone and 
Telegraph Company stock- 
holders increased from 467,000 
to 700,000. These owners are lo- 
cated in every state of the Union; 
no one of them holds as much as 
1 per cent of the stock; the aver- 
age holding is 26 shares. 

Telephone investors know that 
back of their securities is a busi- 
ness geared to the nation’s need 
for reliable communication. Fa- 


cilities of service have been main- 
tained at 2 high degree of efficiency 
by the combined efforts of re- 
search, manufacturing, operating 
and administrative functions of 
the Bell System. 

Steady improvement in the qual- 
ity of transmission and greater 
speed in completing calls are typi- 
cal of the value which the public 
buys in its telephone service today. 

May we send you a copy of our 
booklet, “‘Some Financial Facts” ? 


BELL TELEPHONE 
SECURITIES CO. Jue. 


195 Broadway, New York, N. Y. 
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where in the state in which the head 
ofice is located. Thanks to skillful man- 
agement no debates like those which have 
formerly sprung up on branch banking 
proposals took place at this convention. 
Nevertheless, a good deal of attention 
was paid to the measure. 

The association took cognizance of the 
problem in its general resolutions. It did 
not, however, take a stand. It said: 

“The A. B. A. is designed and admin- 
istered to give organized represenfation 
to the many diverse and at times even 
conflicting interests involved in the vari- 
ous phases of banking. . . . 

“It is recognized that the subject of 
branch banking has become a question of 
such a highly controversial nature as be- 
tween banks operating under various 
conditions that the association as a whole 
feels it should not attempt at this time 
to formulate a definite attitude aimed to 
commit all types of bankers on this many- 
sided question. 

“We believe, therefore, that any ex- 
pression and action on branch banking 
should be left to the specialized consid- 
eration of the various divisions.” 

This was adopted on Wednesday 
morning. The day before the State Bank 
Division had gone on record with a reso- 
lution expressing “its determined opposi- 
tion to section nineteen of the Glass 
bill,” adding, “This is a deliberate at- 
tempt to overthrow the sovereignty of 
our states; it is contrary to the policy 
which has built up this republic, and 
would lead to a system of nation-wide 
branch banking.” 

On Wednesday afternoon the Na- 
tional Bank Division met. There had 
been some apprehension lest this di- 
vision espouse and support section nine- 
teen. But no one rose in its advocacy. 
The only mention of it was when 
Charles F. Zimmerman, president First 
National Bank, Huntingdon, Pa., and 
long time opponent of branch banking, 
rose to a question of personal privilege 
and discussed the question. In the course 
of his remarks he said that “the senti- 


ment seems to persist that section nine-° 


teen of the Glass bill should be enacted 
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into law.” To find out how strong that 
sentiment is in the National Bank Di- 
vision, he announced that he hoped to 
send a letter to all members, asking 
whether they favor section nineteen or 
not. There was no further discussion 
of the subject. 


THE A. I. B. GRADUATE SCHOOL 


During the convention an announce- 
ment was made by Dr. Harold Stonier, 
educational director of the American 
Institute of Banking, which was as no- 
table in its implications as the establish- 
ment of the A. I. B. Educational Founda- 
tion in 1925. He said that the institute 
proposes to start a graduate school of 
banking probably in New York in 1933 
or 1934. 

“At first we are going to organize the 
work around five subjects of an advanced 
nature: bank management, trusts, credit, 
the investment portfolio, and the laws 
relating to the operation of national and 
state, as well as the Federal Reserve, 
systems; the work to be conducted on an 
intensive basis for two or three weeks’ 
time in the summer. 

“This work is to be organized around 
a faculty of recognized men. Two men 
have already been recognized, who 
are outstanding in their particular 
fields. They will be the head of the 
faculty. . . . 

“If the idea is successful we will then 
carry the work to other sections of the 
country that other officers may have the 
chance to become members of this or- 
ganization and to avail themselves of this 
clinical approach at the problem of bank- 
ing and bank management.” 


LOOKING FORWARD 


One other unusual event deserves 
brief mention. The Savings Division, 
with an eye to the future, passed a reso- 
lution earnestly requesting William R. 
Morehouse, vice-president Security-First 
National Bank, Los Angeles, Calif., to 
become candidate for second vice-presi- 
dent of the American Bankers Associa- 
tion at the convention in 1934. 
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The General Sessions 


Knocking the Props from Our Government Structure—How the 
Panic Was Allayed—A Sane Survey of the Problems 
of Public Finance—What Can Be Done to 
Cut Government Costs? 


usual practice, the American 

Bankers Association devoted its 
general sessions (held on October 4, 5 
and 6) this year to a subject which is of 
intense practical interest and importance 
to its members—taxation. With the ex- 
ception of the address of Secretary of 
the Treasury Mills, which was in the 
nature of a special event and for which 
a special session was held, the featured 
speakers all talked on some aspect of 
taxation. 

The general sessions were not, of 
course, limited to hearing addresses from 
outside speakers. There were reports 
from various important association 
bodies—from the Legislative Committee, 
the American Institute of Banking, the 
Resolutions Committee, the Economic 
Policy Commission. There was the presi- 
dent’s address. There was an oration 
on “The Banker in Our Economic Sys- 
tem” by Harold Paul Cunningham, the 
winner of the national public speaking 
contest of the American Institute of 
Banking. 

With the mention of these reports 
and speeches, however, we eliminate 
them from further attention in this ac- 
count. The president’s address we print 
in full elsewhere in this issue, follow- 
ing our custom. Such of the other re- 
ports as deserve additional mention are 
summarized or commented on in the 
general remarks on the convention. The 
balance of the space for the general 
sessions we propose to devote to a sum- 
mary of the principal addresses deliv- 
ered. Even then we shall not be able to 
do them justice. Most of them were of 
unusually high quality. Outstanding 
among them was the address on “The 
Political Foundations of National Pros- 


[Yost pec slightly from the 


perity,” delivered by Dr. William Ben- 
nett Munro, professor of government, 
California Institute of Technology, and 
chairman of the Pasadena executive 
board Security-First National Bank, Los 
Angeles, Cal. 


POLITICS IMPINGES ON ECONOMICS 


“The prosperity of a nation,” began 
Doctor Munro, “rests upon political as 
well as upon economic foundations. 

Under present day conditions 
wealth is created and conserved, not by 
labor alone, nor even by labor and 
capital combined, but by the efficient co- 
ordination of these and a dozen other 
factors such as corporate enterprise, in- 
dustrial management, transportation, 
marketing, currency, credit, the level of 
prices, free or restrained competition, 
the incentives to thrift, the tax system, 
the scope of governmental intervention 
in business, and the character of public 
expenditures. Most of these things are 
within the range of political determina- 
tion, hence our legislative bodies are 
steadily being transformed into economic 
councils, chiefly concerned with the 
planning or misplanning of methods 
whereby the earnings of the people shall 
be accumulated or distributed. The 
Congress of the United States, at its 
recent session, devoted more than four- 
fifths of its time to matters which were 
strictly economic in character with little 
or no relation to political issues as we 
understood them a couple of generations 
ago. 
“Government, in short, has become an 
all-pervading enterprise, yet it continues 
to be vested in the hands of men whose 
vision is limited to the arena of politics, 
whose motives are not only political but 
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partisan and who approach every eco- 
nomic issue, however momentous, with 
an eye to their own political fortunes. 
; Great nations are trying to 
meet their economic emergencies by ap- 
pointing and annointing from the ranks 
of the populace men who have neither 
the courage nor the competence to 
grapple with the most perplexing prob- 
lems that mankind has ever been called 
upon to face. All over the world there 
are flocks of sparrows sitting in the 
eagles’ nests. 

“The results are clearly apparent in 

the experience of European democracies 
during the past fifteen years. 
The attempt to rebuild industry, restore 
credit, and stabilize employment by the 
hurried and fickle adjudications of the 
ballot box has proved a disastrous failure 
in one European country after another 
until today democracy is in eclipse, with 
virtual dictatorships taking the helm 
over most of the area from the Medi- 
terranean to the Baltic. 


“This is regrettable but not at all 


surprising. Modern democracy is a fair- 
weather craft, which rolls and pitches 


heavily in rough weather. . . 
Government by the whole people, with 
every man’s opinion created free and 
equal, is a workable scheme so long, and 
only so long, as there are no problems 
beyond the brain power and unselfish- 
ness of the average citizen, both of 
which are strictly limited. 

“But if our system of government has 
shown some serious deficiencies in the 
present crisis, this is not due to flaws in 
the mechanism as it was originally de- 
vised and intended to function. It is 
rather because we have moved steadily 
away from the older philosophy of free 
government to a newer and much less 
defensible one. 


“The departure of our national gov- 
ernment from its original sphere is most 
strikingly shown in the field of economic 
regulation. Much of this ex- 
pansion in power has been made neces- 
sary by national growth. But 
the expansion has been carried beyond 
the necessities of the situation. Special 
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interests of every sort have become 
steadily more successful in drawing the 
national government into activities be- 
yond its own province. They have in- 
duced the building up of almost count- 
less bureaus, boards, commissions, and 
regulatory offices whose functions in 
many cases have wandered far outside 
the proper domain of federal activity. 

“To make matters worse, the states 
and municipalities have been induced to 
follow this policy of expansion until to- 
day one adult out of every twelve in the 
United States is on a government pay- 
roll of some kind or another. 

“Tf all this throbbing governmental ; ac: 
tivity, or most of it, were for the pro- 
motion of personal liberty or the ad- 
vancement of the national prosperity it 
might be worth what it costs. But much 
of it serves only to gratify the ambitions 
of well organized and clamorous groups 
whose goal is private advantage in the 
guise of public welfare. 

“I would be the last to accept, in this 
day and generation, the dictum of 
Thomas Jefferson that a government is 
best when it governs least. The test of 
a government is not how much or how 
little it does, but how well or how ill it 
does what it sets out to do. One of the 
most glaring errors in the popular polit- 
ical philosophy of today is the assump- 
tion that whenever there are difficulties 
which the individual, acting by himself, 
cannot master, these must necessarily be 
handled for him by the public authori 
ties. ‘We have by no means exhausted 
the possibilities of individual co-opera- 
tion in non-governmental organiza’ 
tions. ' 

“To the extent that we have departed 
from the ideal of a representative gov 
ernment with limited powers and cir 
cumscribed functions there has been a 
balance of loss, not of gain. The sub 
stitution of direct law-making for rep: 
resentative deliberation has dealt a 
serious blow to the rationality of legis’ 
lation. Complex and difficult problems 
of public policy cannot be wisely solved, 
in the long run, by referring them to 
the snap judgment of an assorted popu: 
ine which has been duly bombarded 
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from both sides with organized propa- 
ganda. . 
“The danger is that each generation 
of our people, yielding to the flash of 
the day and desirous of achieving some 
immediate advantage for themselves, will 
keep knocking away, one after another, 
the props by which the traditional struc- 
ture of American government is sup- 
ported. The tragedy of this develop- 
ment is that we may do it in the name 
of progress and reform, when in truth it 
embodies a series of backward steps. 
“The man who today manifests 
enough moral courage to stand up and 
assert that we need less government 
rather than more of it, that public ex- 
penditures ought to be radically reduced; 
that at least half of our existing govern- 
mental boards and bureaus should be 
abolished, and that we ought to get back 
to a better observance of American con- 
stitutional morality—anyone who argues 
in that strain is unhappily set down as 
a reactionary whose voice and vote have 
been purchased by some vested interest. 
“But in the days that are to come, as 


in the centuries that have gone, those 
who have held fast to liberty against 
paternalism as the guiding principle of 
human life will be regarded as the real 
patriots of their time.” 


A PROGRAM TO PROMOTE RECOVERY 


The topic of the address of Ogden L. 
Mills, Secretary of the Treasury of the 
United States, was “The Financial Panic 
and Program of Reconstruction.” 

“It is too early to claim victory,” he 
said, speaking of the economic war, “but 

a non-partisan program, broad 
and comprehensive in its scope, has been 
gradually evolved, to lay the foundation 
for and promote recovery. . 

“It divided itself, broadly speaking, 
in two main lines of endeavor: First, to 
underpin the credit structure of ‘the 
country; and secondly, to counteract 
the fearful contraction of credit occa- 
sioned by the drain of gold and the 
hoarding of currency. 

“The first part of the program was 
made effective by making available the 
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credit of the Federal Government, 
through the medium of the Reconstruc- 
tion Finance Corporation, to all of the 
great credit-giving institutions of the 
country, such as insurance companies, 
joint stock land banks, Federal land 
banks, intermediate credit banks, agri- 
cultural credit associations, building and 
loan associations, mortgage companies, 
and above all to the banks. 

“Without the Reconstruction Finance 
Corporation, I think all of you gentle- 
men will agree that there is grave doubt 
whether our banking system could have 
survived the terrible strain of this finan- 
cial panic. 

“But, standing alone, even the efforts 
of the Reconstruction Finance Corpora- 
tion would have been insufficient. Dur- 
ing the period beginning with the aban- 
donment of the gold standard by Great 
Britain, and ending in June of this year, 
the commercial banks of the country 
sustained unprecedented losses of reserve 
funds through the withdrawal of foreign 
balances in gold, as well as through the 
withdrawal of currency by domestic de- 
positors. 

“If the whole of the gold and cur- 
rency loss had had to be met by bor- 
rowing, restriction would have reached 
the point of disaster. The open market 
policy of the Federal Reserve System 
made this borrowing unnecessary. It 
did more. It permitted the member 
banks not only to meet the heavy drains 
upon them, but to decrease their borrow- 
ings from the Federal Reserve banks by 
$365,000,000 and to increase their re- 
serves by $150,000,000. 

“The effects which this had on the 
general credit situation are reflected by 
the following figures: Whereas reduc- 
tion in loans and investments of all 
member banks for the six months ended 
June 30, last, aggregated $2,500,000,- 
000, weekly reports from member banks 
indicate that two-thirds of the reduc- 
tion occurred during the first quarter, 
and only one-third during the second 
quarter. 

“To anyone " who understands the 
problem, these figures spell out the in- 
dispensable character of the service ren- 
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dered by the Federal Reserve System 
through its open market policy in arrest- 
ing the contraction of credit. . . 
“Then suddenly the tide turned. 
From the low point in June to 
the third week in September, our mone- 
tary gold stock increased by about 
$250,000,000. From July 20 to Septem- 
ber 24 the return flow of currency ad- 
justed for seasonal change amounted to 
approximately $225,000,000. The in- 
debtedness of member banks was re- 
duced by a further large sum to the 
lowest level since September, 1931. Ex- 
cess reserves aggregated about $360,- 
000,000.” 


GOVERNMENT MACHINERY NEEDS 
OVERHAULING 


The next address brought the minds 
of the delegates back once more to the 
problem of government and taxation. 
M. S. Conner, Governor of Mississippi, 
spoke on “The Relation of Taxation to 
the Public Welfare.” 

‘The major consideration confronting 
America today, both as to state and na- 
tion,” he said, “is that large group of 
problems involved and bound up in the 
one problem of governmental costs. 

Tax relief must be secured and 
at the same time sufficient funds must be 
provided to support the essential func- 
tions of government and to safeguard 
governmental credit. . . . Proper 
application of the principles of economy 
and efficiency will result in a reduction 
of governmental costs. d 

“If this association of bankers were to 
address itself to a study of the problems 
of governmental costs, its analysis of the 
situation would lead to the inevitable 
conclusion that the real problems of gov- 
ernment are predominantly local in 
character. . . . Local units in 
America have issued hundreds of mil- 
lions of dollars of local bonds. , 
The sum total of this huge obligation re- 
mains as a prime mortgage on the lands 
and homes of our people. . . . If 
you really seek a remedy for this situa- 
tion, the answer in my mind is to be 
found in an inexorable limitation upon 
local bond issues. 


-~——ee 


“Our chief problem is taxation. and 
taxation is largely incident to bond issues 
and immediately resultant gang 

It is possible to reduce by legis- 
lation at any time such governmental 
costs as may be expressed in terms of 
controllable governmental activities, 

But when governmental costs 
are expressed in terms of bond and in- 
terest obligations, they have become 
fixed charges and are beyond legislative 
or other control. 


PROVIDING ADEQUATE REVENUES 


“In many states, after severe reduc- 
tions have been accomplished in govern- 
mental costs, there remains the task of 
providing adequate revenues. . 
In every state and local revenue system 
in the United States the property tax is 
the most important single source of gov- 
ernmental revenue, and in every Ameri- 
can state today the need for a reduction 
of property tax burdens is recognized. 


“For more than fifty years the inequi- 
ties and failures of the general property 
tax system have been evident and have 
concerned students of public finance. 
Efforts have been made to remedy the 
breakdown of this tax system through 
elaborate administrative machinery, sepa’ 
ration of revenue sources, and property 
classification. 

“Increasing costs of government, de- 
spite these many attempted reforms, 
have resulted in property taxes, particu: 
larly taxes on real estate, in many juris 
dictions in this country reaching the 
point of virtual confiscation. This sys 
tem imperils our economic structure 
through the penalty it inflicts upon 
homes, upon agriculture, and upon all 
property holders. It is an in 
defensible paradox that to provide the 
means to support the government to pro- 


‘tect the homes we employ methods that 


lead to the destruction of the home. 


“There is no panacea for tax ills; no 


specific remedy. Tax systems 
should be reformed so as to recognize 
and establish the relation between the 
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income producing condition of the 
people and the amount of money the 
government can afford to spend. : 
One of the first requirements of a proper 
revenue system is stability that assures 
a reasonably constant income. The 
steadiest revenue comes from the system 
with the broadest base. . . . A 
chief weakness of the general property 
tax system is that the tax is paid directly 
by a relatively small percentage of the 
people. My investigation convinces me 
that, on the average, fewer than 20 per 
cent. of the people pay property taxes. 
In Mississippi only 15 per cent. of our 
people directly pay the property taxes, 
which constitute 75 per cent. of all tax 
revenues, state and local. Everywhere 
non-taxpaying majorities have voted tax 
burdens on taxpaying minorities. From 
taxation without representation in 
Colonial days, the pendulum has swung 
to representation without taxation in 
these modern days. 

“I trust I may be pardoned for direct- 
ing your attention to the fact that in 
Mississippi the present state administra- 
tion has sought to make practical ap- 
plication of the principles and methods 
I have discussed in this address. With- 
out discontinuing or seriously impairing 
any necessary governmental functions or 
services, we have, at a single legislative 
session, reduced the total appropriations 
by one-third, although 21 per cent. of 
this total must go for the discharge of 
the fixed public debt. Definite 
limitations have been placed upon the 
money-expending and debt-contracting 
powers of state and subordinate agen- 
cies and political subdivisions. By statu- 
tory enactment we now exact both civil 
liability and criminal responsibility of 
those who violate these limitations. 


“In order to meet the emergency pre- 
sented to us in the outset of our admin- 
istration we have enacted a 2 
per cent. retail sales, or consumers’ tax. 

; This form of taxation appears 
to be especially acceptable to Mississippi. 
We have few large net incomes and no 
great industries to pay taxes. 

With 83 per cent. of our population 


classified as rural, and 70 per cent. of all 
our citizens engaged in gainful pursuits 
employed in farming, too high property 
taxes would, in a very real sense, rob a 
great majority of our people of the very 
means by which they earn the necessi- 
ties of life. 

“We adopted the sales tax as an 

emergency measure. Four 
months were required to pass it through 
our legislation. The opposition, although 
largely confined to merchants and allied 
interests, was very aggressive. 
Today, after. four months’ experience 
with the tax, practically all opposition 
to it has vanished. Just now 
resolutions are being adopted by public 
meetings of taxpayers and local officials 
in every section of the state urging an 
extraordinary session of the legislature 
for the purpose of raising the sales tax 
rate from 2 to 5 per cent., and the allot- 
ment of a portion of the proceeds to the 
counties for the payment of bonded ob- 
ligations and the relief of property 
taxes. They want the sales tax 
to replace tax sales. We who found it 
dificult to launch this experiment are 
now finding it even more difficult to 
secure for it ample time within which 
to prove itself before it is extended.” 


WHAT TAXES AMOUNT TO: 
COMPARISONS 


SOME 


Paul Shoup, vice-chairman Southern 
Pacific Company, was the last speaker 
at the general sessions. His topic was 
“Overtaxation—A Business Viewpoint” 
and he was much less restrained in his 
language than Doctor Munro or Gov- 
ernor Conner. 

“Taxation,” he began, “is the assault 
of society on the pocketbook of the un- 
forgotten man. Taxation is 
the result of a number of people great 
or small concluding to pick the pocket 
of the individual for the collective bene- 
ft. . . . A most extraordinary 
number of devices has been created 
under the taxing power to take money 
from lean and fat pocketbooks if there 
be any fat ones. : 

“T may illustrate the number of these 
methods by starting at home. Mr. Mo- 
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rosco, of the California State Taxpayers 
Association, has advised the public there 
that in Los Angeles County they have 
1800 or more legal organizations which 
involve the collection of taxes. These 
include county, cities and towns, im- 
provement districts of all kinds, ceme- 
teries, drainage, fire protection, flood 
control, libraries, lighting, mosquito 
abatement, park and recreation, high- 
ways, sanitation, sewer, water, water- 
works, sidewalks, curbs and parking, 
opening and improving streets, and so 
rare 
“The total taxes paid by the people 
of this state [California} are equal to 
three times the amount the governments 
of Europe are supposed to pay this year 
on the debts they owe us. Our national 
tax bill is greater than the entire prin- 
cipal amount of such debts. We hear a 
great deal about the value of the wheat 
crop, or its lack of value. Not in any 
year has such value on the farm been 
equal to one-twelfth of our present 
annual tax bill. Last year it was less 
than one-twentieth. 

“Our national tax bill exceeds the 
total amount deposited in our savings 
banks. This year it will take between 
one-third and one-fourth of the gross 
income of the people of our country. 
This is twice the total of our invest- 
ments in foreign securities which have 
been so much debated; twice the amount 
of all dividend and interest payments on 
all securities sold to the public.” 


WHAT TO DO ABOUT IT 


Mr. Shoup presented several sugges- 
tions as to what to do to get taxes re- 
duced, most of them, he said, adapted 
from the program drawn up by the 
California State Chamber of Commerce 
and the California Taxpayers Associa- 
tion: 

1. The tax creating and collecting 
machinery set up everywhere should be 
checked to see how much of it can be 
consolidated without disadvantage to 
necessary public service. 

2. The funded obligations and cur- 
rent debt should be carefully reviewed 
to determine if by refunding and con- 
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solidation interest charges can be les 
sened. 

3. There should be legislation pro- 
hibiting either state or any political sub- 
division from creating indebtedness and 
fixed charges that exceed a certain per- 
centage of the value of the property to 
be taxed. 

4. School districts should be consoli- 
dated, wherever possible. 

5. Special districts, numerous all 
over the United States, should be 
brought within the control of a central 
county or city body, and their budgets 
subject to such control. In many in- 
stances their functions can be taken over 
by such a body. 

5. Purchasing should be centralized; 
administration of road work should be 
centralized; and responsibility for both 
expenditures and results should be fixed. 

“In our national affairs,” continued 
Mr. Shoup, “the same program is 
needed. It has to some extent been 
made effective. . May I say in 
conclusion that the problem of taxation 
is everywhere grave, imminent, and re- 
quiring immediate attention. We can- 
not in topsy-turvy fashion upset this 
public machinery or public expenditure 
that we have established, but we can 
carefully and systematically, with due 
regard for all benefits being achieved, © 
and with due regard for the welfare of 
all the great number of people employed 
in public activities, very thoroughly and 
very comprehensively undertake the 
campaign of simplification and economy, 
and of determination of the usefulness 
of any expenditure. Beyond that the 
people of the United States can now and 
immediately stop any additional expen- 
ditures save as grave emergency de- 
mands, and in that event offset such ex- 
penditures by immediate reductions else- 
where.” 


NEXT YEAR’S OFFICERS 


At the close of the last session, the fol- 
lowing officers were elected to serve for 
the ensuing year: President, Francis H. 
Sisson, vice-president Guaranty Trust 
Company, New York, N. Y.; first vice- 
president, Francis Marion Law, presi: 
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dent First National Bank, Houston, 
Texas; and second vice-president, Ru- 
dolf S. Hecht, president Hibernia Bank 
and Trust Company, New Orleans, La 


FRANCIS H. SISSON 


The new president, while he has occu- 
pied an important position in the bank- 
ing world for many years, still has a 
greater bulk of publishing and publicity 
experience behind him than banking. 
He was born in Galesburg, Ill., in 1871, 
educated at Knox College in Galesburg, 
and at Harvard, doing graduate work in 
the latter. 

College finished, he came back to his 
home town, and for several years was 
editor and publisher of the Galesburg 
Evening Mail and the Peoria Transcript. 
Then he shifted the scene of his activi- 
ties to New York, where he has been 
for the last twenty-five years. 

During that period he has been inter- 
ested in various magazine and advertis- 
ing activities; has served as vice-presi- 
dent and general manager of the H. E. 
Lesan Advertising Agency; and more 
recently as vice-president of the Guar- 
anty Trust Company of New York. He 
has charge of publicity, advertising, and 
public relations of the latter institution. 

Mr. Sisson is one of the best known 
of American bankers, having been active 
in the A. B. A. work for many years, 
and having spoken frequently before 
bankers in many sections of the country. 
He organized and for five years was 
chairman of the public relations commis- 
sion of the A. B. A., which was instru- 
mental in starting the A. B. A. Journal. 
Now that he has become president, there 
seems to be a feeling that he can con- 
tribute direct to the work of the asso- 
ciation, for the public relations commis- 
sion has been discontinued. 


FRANCIS MARION LAW 


_ Mr. Law was born in Bryan, Texas, 
in 1877, and was educated in the public 
schools, the Agricultural and Mechan- 
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ical College of Texas, and the Univer- 
sity of Texas. His first job was teaching 
school. 

In 1897 he decided to enter banking, 
and secured a job as bookkeeper with 
the First National Bank of Bryan. He 
was advanced to assistant cashier in due 
time. In 1908 he left to become cashier 
of the Commercial National Bank, 
Beaumont, Texas; and in 1910 he moved 
to the First National Bank of Beaumont, 
again as cashier. 

In 1915 he came to Houston as vice- 
president of the First National Bank, 
and fifteen years later he was elected to 
the presidency, the position he now 
holds. 

RUDOLF S. HECHT 


Mr. Hecht was born in Ansbach, Ger- 
many, in 1885, where he was graduated 
from a local college. His early educa- 
tion in banking was obtained from sev- 
eral European financial institutions. In 
1903 he came to the United States and 
joined the staff of the National Bank of 
the Republic, Chicago, Ill. At the same 
time, he continued his studies at the 
University of Chicago and the Ameri- 
can Institute of Banking. He was a 
member of the first graduating class of 
the latter in 1906. 

Meanwhile, he had been advanced to 
assistant foreign exchange manager of 
the Commercial National in 1905, but 
in 1906 he moved to the Hibernia Bank 
and Trust Company, New Orleans, La., 
as assistant foreign exchange manager. 
In the next twelve years, he advanced 
successively through the positions of 
bond officer, trust officer, vice-president, 
and in 1918, he became president. 

Mr. Hecht has long been active and 
prominent in association work. In 1918 
he was president of the American In- 
stitute of Banking; and in 1921 presi- 
dent of the State Bank Division, as well 
as - vice-president of the Investment 
Bankers Association. He is probably 
best known for his work in the past 
several years as chairman of the eco- 
nomic policy commission of the A. B. A. 
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OriGInaLty CHARTERED, 1812 


‘THe PenNsyLvaNniA ComMPANy 
For INsurANCES ON LIVES AND GRANTING ANNUITIES 


Member of Federal Reserve System 


PHILADELPHIA 
SEPTEMBER 30, 1932 


RESOURCES 
CasH AND Deposit with Feperat Reserve BANK $12,864,712.35 
Dve rrom Banks AND ITEMs IN Process oF CoLLecTION.... 34,662,584.02 
Crearinc Hovusr ExcHANGE 3,765,537.02 
OU. B. GOVRWenr SRCORPIG sc oo cocci cic cesses ceseese 37,119,930.86 
MuNICIPAL AND SuHort Term SEcURITIES...............-%- 13,327,277.42 
Ovmen lTnrvesrMEent SECURITIES. . «2.0000 ccccccnsecsccccce 26,233,298.75 
Demawn Loame Uren Cosiavem at... .<.o6.0c.c0cnvssccccvcsecns 70,132,501.53 
‘Ramee Daas. Wee COemAmiiak... oc 5 cock ce cds os wtewnswiawes 15,636,846.93 
COMMENCIAE PAPER... ..060ccvccedce 16,807,107.53 

ReservE Funp For THE ProTEcTION oF “CasH 
IN Trust Accounts” 6,070,002.31 
MINIM, RNIN 551500, s).a-cers sate nice line chat tal ough wie ecativarant-otaipieters 2,333,631.74 
NINN, SPMNINININ 9s oso oo, 0a 5 cl nore ect tr rie aieaiore eels MaRS 1,731,434.26 
Bank Bouritpincs, VAULTs AND EQvuIPpMENT 4,011,451.40 

Customers’ Liapiniry ror Lerrers oF CrEDIT AND 
ACCEPTANCES 385,039.90 


$245,081,356.02 


CAPITAL 

Surpivus ; 

Unorvinzep Paorirs....:5....... a 1,289,947.91 
PEROERVED DOR. COMTINGRIOIIG «6.0.5 6.6.06 o 6 arceieninciccdevsseesion 6,777,350.75 
RESERVED FOR BUILDING 781,366.13 
RESERVED FoR TAXES AND EXPENSES 387,126.59 
ReservepD FoR DivipeND Ocroner 1, 1932.................4.. 630,000.00 
Treasurers’ CHEcks AND CLEARING House Due Bits...... 825,995.28 
Inrerest Payasie Deposrrors 556,059.54 
PRMPCRERAMEOCD —ESUUTEIOUI Soo. 5. 5.6:6-5 0c 00h tween ese siewinecase 128,751.62 
Letrers oF Crepit Issuep AND AccepraNces EXECUTED...... 385,039.90 
Deposits 197,919,718.30 


$245,081,356.02 
TRUST FUNDS 


PERSONAL $840,960,877.05 
CorPoraATE errr 


C. S. W. Pacxarp, President James Cueston, 3rpv, Treasurer 








A Reply to the Critics of Banking 


By H. J. Haas 


President American Bankers Association and Vice-President First National Bank, 
Philadelphia, Pa. 


HEN this association last met 

\ K / in convention, at Atlantic City 

in October, 1931, we thought 
we were, both financially and mentally, 
at the very bottom of the trough of the 
depression. None of us who were there 
will ever forget the wave of pessimism 
that almost overwhelmed the meeting as 
banker after banker from all parts of the 
country arrived and added his quota to 
the general gloom. We were in the 
midst of a banking panic whose possibili- 
ties of disaster perhaps were leading to 
the greatest financial catastrophe in the 
country’s history. 

I do not think I exaggerate the feel- 
ing and the actual conditions that pre- 
vailed at that convention. We saw the 
smallest attendance in twenty-four years. 
Substantial economic reasons, relating 
both to conditions in the United States 
and in leading. foreign nations, fully 
justified the sense of fear that hung over 
that convention. And yet, bad as things 
were, subsequent months were to bring 
even worse conditions. 

I will not go here into a detailed re- 
view of the historic events that have 
intervened between that last convention 
and this. The happier times that sur- 
round us today after months of almost 
unconquerable difficulties and dangers 
and discouragements constitute one of 
the greatest tributes to the traditions 
and institutions of this nation and to the 
courage and resourcefulness of our 
people that has ever been written in the 
annals of the country in times of peace 
or of war. 

Industry had been running at high 
tide for many years with satisfactory 
profit to capital. Labor had been stead- 
ily employed at good wages and with 
living conditions beyond our fondest ex- 
pectations. We had accumulated over 


half the world’s monetary supply of 
Our governmental divisions and 


gold 





subdivisions were able to levy and col- 
lect enormous taxes without difficulty 
and anticipated their future receipts by 
the expenditure of large sums, not only 
for necessities, but for the comfort and 
luxury of our people. Individuals did 
likewise by anticipation of future in- 
come and were buying comforts and 
luxuries on the installment plan. We 
were a happy, contented people and be- 
lieved that this new era had come to 
stay and that we were headed for even 
greater prosperity, but the law of eco- 
nomics was bound to ultimately prevail 
and history should be repeated. We 
all know how this picture was changed 
and we can now look back upon the 
manner in which our people accepted 
the new condition. They accepted it 
like true Americans and good soldiers 
who have never lost a war. Property 
rights have been respected. We have 
had no social upheavals as witnessed in 
other parts of the world. 

The minority have abided by the deci- 
sion of the majority. We have prob- 
ably experienced the enactment of some 
of the greatest constructive measures in 
our history. Our unemployment had 
never been as great and the fortitude 
with which they met their conditions is 
a matter of record. Generous assistance 
has been rendered to the unfortunate by 
those who have been able to carry the 
burden. Many of our outstanding lead- 
ers in business and industry have given 
liberally of their time and effort to pub- 
lic and social matters. In short, no mat- 
ter what. our position in life may be we 
should be proud of the fact that we are 
citizens of this great country where these 
things are possible. 

Before expressing to you the reasons 
for my faith that happier conditions to- 
day represent a real re-establishment in 
this country of fundamentally sound 
banking, business and general economic 
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conditions I will first discharge the du- 
ties of my stewardship of your associa- 
tion and report on the conduct of its 
affairs the past year, the fifty-seventh of 
its existence. 

As you doubtless realize the Ameri- 
can Bankers Association has suffered in 
common with all other lines of business 
and organizations—but it has no catas- 
trophe to report. Its sufferings have 
been the normal results of abnormal 
times. As the number of banks in op- 
eration has decreased through failures, 
liquidations and consolidations our mem- 
bership has been affected accordingly, 
but our ratio of loss stands out in favor- 
able contrast with other similar organ- 
izations. Approximately 75 per cent. of 
all banks in the country are members of 
the A. B. A. and the 25 per cent. non- 
members is almost exclusively made up 
of the smaller banks. A calculation 
showed that 90 per cent. of the total 
assets of all banks were represented in 
our membership. 

Financially also we have come through 
the year in fine shape. During the good 


and prosperous years we laid up reserves 
which have not been invested in bricks 
and mortar, and as a result we have no 
fixed assets except furniture. Our funds 
are in cash or the best investment in the 


world—United States bonds. Our cur- 
rent income from dues was, of course, 
affected by reductions in membership, 
but by economies and readjustments we 
are able to report that we completed our 
fiscal year not only without a deficit but 
actually with a small surplus. 
Furthermore, the various divisions and 
sections, commissions and committees 
have been functioning efficiently and I 
am glad to be able to say without reser- 
vation that we are most fortunate to 
have such able and efficient men at head- 
quarters at this time. Despite adjust- 
ments made in our plans, their increased 
zeal and efforts under difficult conditions 
enable us to say that no function of the 
association, no phase of its usefulness to 
banking and to the nation has been per- 
manently impaired. Time precludes my 
going into details in each case, but I can 
earnestly assure you that every unit of 
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the association’s working organization 
each in its own way and scope has ren- 
dered indispensable service to American 
banking during this period of its greatest 
trial. 

At the beginning of this fiscal year, 
and prior thereto, a careful checking was 
made of the activities of our various 
commissions, committees and the per- 
sonnel thereof. This resulted in the 
elimination of some committees, a few 
meetings and some changes in personnel. 

We felt that if any committee had 
served its purpose and was no longer 
functioning that the members of these 
committees were prone to judge the en- 
tire activities of the association by their 
own yardstick and their elimination 
would bring about a better understand- 
ing of the real activities. 

I am happy to make this public an- 
nouncement of my appreciation of the 
unqualified support given me by every 
commission and committee and members 
thereof, also the entire staff of the as- 
sociation. They have all given unstint- 
edly of their time and effort in your be- 
half. 


POPULAR MISCONCEPTIONS ABOUT 
BANKING 


I deem it my function to report to 
you briefly on the salient features that 
reflected on banking during the past 
year. 

My view of the record banking has 
made during this depression is very dif- 
ferent from the view that has manifestly 
been created in general public opinion. 
As compared with other lines of busi- 
ness, banking need not apologize to any- 
one. In fact, it proved itself one of the 
strongest elements in our economic 
structure. It was not the great weak 
spot, as some would have it appear or as 
many persons seeking someone else to 
blame for their own shortcomings have 
led themselves to believe. 

Facts support this statement. Popular 
misconceptions about banking are at- 
tributable to the figures that have been 
given out to the public without adequate 
efforts to put them in their proper per- 
spective. In fact, during the period of 
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fear, unreason and mass hysteria, a sober 
public consideration of the matter was 
undoubtedly impossible. It may be pos- 
sible now. 

Let us take the bank failure figures 
for 1931. They represent the worst 
year's record in the history of American 
banking and we cannot be accused of 
using selected figures. In that year 2300 
banks closed their doors with deposit 
liabilities of $1,690,000,000. 

Bank failure news has been heralded 
to the country as though that meant a 
loss of $1,690,000,000 of the public’s 
money deposited in banks. It meant no 
such thing. It meant that this gross 
amount of deposits was temporarily tied 
up. A considerable amount has already 
been paid back to depositors and the 
bulk of it will ultimately be returned to 
them. It has been estimated that on the 
average about 75 per cent. of deposits 
are finally repaid through liquidation of 
closed banks. This would mean that the 
actual ultimate loss to depositors through 
the 1931 suspensions will be less than 
$500,000,000. Since this would be dis- 
tributed among 2300 institutions the 
average bank failure represented a loss 
of probably little more than $200,000. 
Since it is estimated that the average 
bank has about 1750 depositors, the gen- 
eral average per capita loss among de- 
positors as a whole would finally be less 
than $125. 

It is true these averages will bring 
small comfort to the individual who has 
lost all or a goodly part of his cash in 
bank through failure. But treating the 
bank failure situation as a public ques- 
tion we must take it by and large and 
not in individual cases. The facts are 
that nine out of ten banks were not in- 
volved in suspensions and_ therefore 
caused the public no losses. 


RELATIVE SAFETY OF FUNDS 


There is another public aspect of this 
bank failure matter that has been thrown 
entirely out of focus, and that is the 
question of the relative safety of money 
entrusted to banks as deposits compared 
with what happened to it elsewhere dur- 
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ing the year 1931. What was the loss 
ratio for money on deposit in banks at 
the outset of 1931 as compared with 
money invested in stocks or bonds or 
commodities? 

At the outset of 1931 there was on 
deposit in all banks the aggregate sum 
of about $57,250,000,000. As we have 
already estimated, some $500,000,000 of 
this may ultimately be lost to depositors. 
That would be less than nine-tenths of 
1 per cent. of the total. That is, the 
money in our banks was 99 1/10 per 
cent. safe throughout the most disastrous 
year in the history of the nation. 

How about dollars invested in com- 
modities? The Bureau of Labor Statis- 
tics’ wholesale price index for all com- 
modities stood at 77 at the opening of 
1931 and at 66 at the close. This was a 
drop of 14 per cent. 

How about bonds? A standard index 
for a representative group stood at 99.6 
in January, 1931, and at 81.6 in Decem- 
ber, a loss of 18 per cent. 

Finally, how about stocks? A stand- 
ard index comprising over 400 good 
American stocks suffered a depreciation 
of 48 per cent. during 1931 alone, and 
at the end of that year it was over 69 
per cent. below the 1929 average price 
level on which a great many investors in 
this field established their positions. 

Someone might very properly state 
that this is not a fair comparison as 
many are still holding their investments 
and recently they have shown a mate- 
rial improvement marketwise so that it 
is impossible at this time to determine 
their ultimate losses. This is true and 
the calculation must then be compar- 
able to the recoveries made on deposits 
in closed banks. We do know, how- 
ever, that during 1931 national banks 
reported charge-offs equal to 1.55 per 
cent. of their total investment holdings 
which is 65/100 per cent. in excess of 
the ultimate loss on closed banks. Again 
one might say that banks continued to 
fail during 1932 involving further losses 
to depositors but here again we find that 
bonds listed on the New York Stock 
Exchange dropped from $49,500,000,- 
000 in September, 1930, to $47,500,- 





Nearer 
THAN NEW YORK 


Jersey City is nearer Financial and Commercial 
New York than most of the city itself. To Cort- 
landt Street from Jersey City by train, three 
minutes; to Wall Street a matter of five minutes; 
to Canal Street by motor only 9250 feet. 


Jersey City offers accessibility without cdnges- 
tion or high rents. Ic offers distinct banking 
advantages as well. New York corporations may 
maintain substantiai balances here profitably. 
Residents of New Jersey will effect sound econo- 
mies by naming a New Jersey trust company as 
executor and trustee. Why not The Trust Company 
of New Jersey, Hudson County’s largest bank. 


THE TRUST COMPANY 
of NEW JERSEY 


Hudson County's Largest Bank 


JERSEY CITY *¢ UNION CITY -° HOBOKEN 
WEEHAWKEN ° WEST NEW YORK 


Member of Northern New Jersey Clearing House Association 
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000,000 in January, 1931, a loss of 
$2,000,000,000 in only four months and 
continued their losses for some time dur- 
ing the current year. The same thing 
held true in stocks which showed a drop 
of $40,000,000,000 from September, 
1929, to January, 1931, and continued 
their depreciation during 1932 until 
only recently. 

You will note that the losses on stocks 
and bonds have been taken on the whole 
and I believe the proper comparison 
should be individual investors with in- 
dividual depositors. It is safe to assume 
that the individual investors with less 
expertly selected and less conservatively 
restricted issues took a loss larger than 
the average. 

Do not these figures clearly indicate 
that, on the basis of actual comparisons, 
money in bank during the depression 
had a loss experience that was far less 
abnormal than that of investors in stocks 
and bonds? 

I realize and appreciate that it is diffi- 
cult to so convince those who have been 
embarrassed or have suffered loss 
through bank failures, but these are the 
facts and knowing the facts we are able 
to draw our conclusions. 


RESPONSIBILITY FOR BANK FAILURES 


There is another angle that has not 
received due public understanding, that 
is, the cause and responsibility of bank 


failures. The idea has become widely 
prevalent that the blame rests wholly 
with banks and bankers and their faulty 
management. 

I will say without reservation that no 
class of business or business men in the 
nation today represents more capable 
management, sounder financial condi- 
tions and a greater capacity for con- 
structive public service than do the pres- 
ent 19,500 institutions that make up our 
banking structure. 

Nor will I admit that the banks that 
have passed out of the picture through 
failure constitute the reflection on bank- 
ing as a whole that it has been made to 
appear. 

Who is to blame if government. offi- 
cials, in both the state and national sys- 
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tems, for over a period of more than 
twenty years, permitted the organization 
of great numbers of banks with insufh- 
cient capital or in places where they 
never could be successful? In many in- 
stances in all parts of the country this 
took place over the protest of the well 
established banks. But what happened 
was this—the applicant for a charter 
would get the most influential political 
sponsorship and the protest of the well 
established banks was made to appear as 
selfishness on their part; however, we all 
know now that except in rare cases they 
acted for the best interests of the public. 
Before the depression began in 1929, 
failures of the class of banks I have in 
mind were raising the mortality ratio to 
a point that was causing serious public 
distrust against sound banking. It is 
true beyond question that if a great 
number of uneconomic banking units 
had not been allowed to enter the field, 
banking failures would have been local- 
ized and would never have become a na- 
tional problem. 

This is not to say that all failures are 
attributable to these conditions. Some 
rural communities that once were good 
bank locations have so changed as to be 
no longer able to support banks. 

It certainly was not wholly the fault 
of the banker if customers to whom he 
had safely loaned money year after year 
suddenly failed to meet their notes 
owing to the ruination that had over- 
taken their own businesses. Nor was he 
to blame for the fact that the basic 
securities of the nation’s industries, 
municipal governments, even of the na- 
tional government, suddenly suffered 
such market depreciations that he could 
not realize from them the deposits en- 
trusted to him rapidly enough to meet 
the hysterical demands for cash from 
his rumor-scared depositors. 

Reviewing the course of the figures 
relating to banking since the last con- 
vention and particularly the situation 
they reflect now, we are justified in feel- 
ing confident that we stand on the 
threshold of a return to better banking 
conditions. Last October 522 banks 
were forced to close. President Hoover 
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recommended, the association promptly 
endorsed and bankers diligently organ- 
ized and put into operation the National 
Credit Corporation, the first step in 
reconstruction. An improvement re- 
sulted, only to be followed by a fresh 
wave of destruction of the asset values 
in the portfolios of banks due to general 
economic demoralization. The national 
government proposed further measures, 
such as the Reconstruction Finance 
Corporation, the Glass-Steagall bill and 
other steps. 

These proved effective. With their 
aid our financial system was able to 
withstand the reduction of more than 
$1,000,000,000 in our monetary gold 
stocks during the year ended July, 1932, 
through panic-like withdrawals by for- 
eign nations that ran to materially more 
than $200,000,000 in both May and 
June. It not only failed to throw us 
off the gold standard, as all the world 
expected, but came far less near to doing 
so than we ourselves feared as we now 
realize in retrospect. Also, with the aid 
of these new measures sound banks were 
relieved of the necessity of destroying 
sound assets and good customers through 
forced liquidation, public confidence in 
them returned, and runs, public hoard- 
ing and failures receded. Reason spread 
to the securities markets also and bank 
assets were further saved from destruc- 
tion by the improvement of their invest- 
ment values. 

Recent bank failure figures reflect 
these changes. Whereas the 522 sus- 
pensions of the month of our last con- 
vention involved $470,000,000 in de- 
posits, there were only 149 suspensions 
in June this year with deposits of $136,- 
000,000; 128 in July with deposits of 
only $56,000,000, and 85 in August 
with deposits less than $35,000,000. 
Subsequent figures show a continuation 
of these improvements and I am con- 
fident the banking situation is well on 
its way back to normal. 

The average closings of banks in 1931 
ran at the rate of about 44 a week. 
During 1932 they have run at the rate 
of about 30. Reopenings have also 
shown a steady trend. Through the first 
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eight months of this year there have 
been 207 suspended banks reopened and 
in this period 60 new banks have been 
organized. 

We now have about 19,500 banks in 
the United States. Back in 1921, the 
peak year, we had 30,800 banks of all 
kinds. They had average capital funds 
of $207,000, average deposits of $1,300, 
000, and there were, on the average, 
about 3400 persons per bank in the na- 
tion as a whole. Today the banks on 
the average have capital funds of $420,- 
000, deposits of $2,500,000, and the 
population represents about 6100 per- 
sons per bank. This comparison shows 
we have now only two-thirds as many 
banks as we did at the peak, the average 
capital and deposits have about doubled 
and banks on the average each have the 
business of some 80 per cent. more 
people. 

This is a most important and funda- 
mental readjustment of our business. It 
represents a stronger, more consolidated 
position. 


LEGISLATION AIMED AT BANKING 


There is a special phase of banking 
history of the past year that I will dis- 
cuss briefly. I refer to legislation aimed 
at banking. 

When the forces of economic destruc: 
tion converged on banking through the 
breakdown of other lines of business, 
the consequent increase in bank suspen- 
sions focused public opinion on the 
banks as the cause rather than the vic- 
tims of the general breakdown. This 
caused a politically stimulated clamor for 
a political cure of the situation by means 
of legislation. This still persists. But I 
believe it is becoming somewhat less 
violent as a clearer view of the truth of 
the situation has developed. 

The most serious piece of legislation 
aimed at banking was the original Glass 
bill ($3215) introduced in the United 
States Senate in January this year. It 
reflected, I believe I may say without in- 
justice to its sponsor, the critical attitude 
that then prevailed. 

Although we found some things that 
we could approve, we found many more 
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that were dangerous. The organized op- 
position of your association was rein- 
forced by such widespread public sup- 
port that the bill was quickly withdrawn. 
A second bill ($4115) was brought 
out and at the request of the association 
was submitted to public hearing. We 
and others offered constructive criticisms 
and suggestions and the bill was rewrit- 
ten a third time and known as $4412. 
In this form we gave our limited en- 
dorsement, making six exceptions and ex- 
pressing the belief that the measure was 
not really called for at that time. We 
felt that in so important and difficult a 
matter as a law bringing about funda- 
mental banking changes the great public 
interests at stake called for more mature 
study and greater deliberation of action. 
As you all know, the bill failed to pass. 
Thus our policy was outspoken disap- 
proval of a measure in which the ma- 
jority of provisions were undesirable, 
constructive help in curing its defects 
and measured approval when the ma- 
jority of provisions became desirable. 
We also joined our influence with 
others in opposing the Postal Savings 


bills and the National Guarantee of Bank 
Deposits bills. On the other hand we 
lent our hearty support to the Recon- 
struction Finance Corporation and Glass- 
Steagall bills—for bankers are not always 
in Opposition to important measures af- 
fecting banking. All they ask is that 
these measures be sound, timely and in 
the real public interest. I will not dis- 
cuss our legislative activities in further 
detail as these will be discussed particu- 
larly for you by Robert V. Fleming, 
chairman of our committee on Federal 
Legislation the past year. 

As to the future, I believe that some 
important changes for banking through 
legislation are inevitable. In declaring, 
as I have in the foregoing, that condi- 
tions other than those within the control 
of bankers, were partially to blame for 
the banking situation, I have not over- 
looked the very considerable measure of 
responsibility that rests both on prevail- 
ing banking practices and conditions and 
upon bankers themselves. These faults 
can be in part controlled by well- 
conceived laws, but they can be remedied 
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in larger part by a new spirit in the 
banking profession itself. 

As to such banking reform as can be 
embodied in our law, I believe the ap- 
proach in the past has been wrong. 
What has happened? Have we bankers 
been forehanded enough? I am afraid 
not. We have seen things developing in 
banking that some of us questioned— 
but have we been aggressive enough 
against them? Others have seen these 
things too—and then the first thing we 
knew we were suddenly confronted with 
an insistent public demand under skillful 
political management for banking laws 
that more often than not were not based 
on practical experience, or else carried 
good ideas to bad extremes. 

The question of banking legislation is 
too technical, too related to all phases of 
the public welfare, and it deals with 
matters of too delicate a character to be 
subjected to the rough and tumble of 
partisan political or controversial battles 
rather than a sober discussion of the 
merits of the case. 

I think we might well consider the 
Canadian procedure, where it is pro- 
vided by law that every ten years the 
bankers and the legislators shall sit down 
together, review the banking laws, con- 
sider the economic changes that have de- 
veloped, study the lessons of experience, 
and then amicably work out a program 
of needed legislation. 

As an indication of the tone of the 
approach to the banking question there, 
1 quote from a resolution of the Ca- 
nadian House of Commons in 1928, 
which said “that in the opinion of this 
House the time has come for the con- 
sideration of the improvement of our 
banking system and that the Banking and 
Commerce Committee be instructed to 
study possible improvements thereon.” 
This was in preparation for the revision 
which will not come up until 1933. Al- 
luding to the previous work of this com- 
mittee preparatory to revision the presi- 
dent of the Canadian Bankers Associa- 
tion said that its inquiries had no dis- 
turbing effects, and he quoted the com- 
mittee in its report as recommending 
that the government “invite into con- 
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ference the bankers of Canada with other 
competent persons to give study to the 
subject matter of the report, to be made 
available for consideration at the de 
cennial revision.” The association presi- 
dent remarked that when the time for 
action came “the bankers will be ready 
to co-operate in accordance with the 
recommendations of the committee.” 

It has been said by legislators that we 
have been given an opportunity to have 
our say in the hearings which have been 
held. This is true, but as a result of 
these hearings bills have been introduced 
which may or may not conform to the 
testimony of bankers and we have not 
been given an opportunity in advance of 
the introduction to weigh and consider 
the provisions of such bills. Would it 
not be advisable from every standpoint 
if we could be given an opportunity to 
express first our association’s viewpoint 
on such bills through our Legislative 
Committee and Interim Committee? 

In my humble opinion it would be 
most helpful to the bankers and the pub- 
lic as well. 


A RETURN TO STANDARD PRINCIPLES 


Legislative measures are not the only 
means for promoting improvements in 
banking. The more fundamental ac’ 
tions must come within the spirit and 
practice of banking itself. Our banking 
methods at heart are sound, our estab 
lished traditions are fundamentally true. 
If there have been any deviations from 
them the remedy is in a return to stand- 
ard principles, not in a rigid formula 
tion by law of those things that must be 
left to the dictates of experience and free 
discretion. 

I know of no more powerful means 
for keeping our banks of deposit and 
discount sound, capable, public servants 
than an unswerving adherence to 
straight, old fashioned commercial bank- 
ing. It has been the best banking in the 
past. It is the best banking for the 
future. 

This means that from our commercial 
banking operations capital loans must be 
rigidly excluded. They are problems for 
private investment bankers dealing in 
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stocks and bonds. Neither should guar- 
antees enter into the operations of this 
kind of banking—they are for other 
kinds of business. 

Investments are the secondary interest 
of commercial banking; therefore, only 
the highest grade of securities should 
enter its portfolio and the primary pur- 
pose should always be ready convertibil- 
ity into cash to take care of the bank’s 
and its depositor’s needs, not the question 
of profits to be made. 

The payment of interest on deposits 
is one of the great banking problems of 
the day. Interest during 1931 amounted 
to 30.4 per cent. of the gross earnings of 
all bank members of the Federal Re- 
serve System. Undoubtedly this per- 
centage is greatly increased if all banks 
are included, and I believe some esti- 
mates have been made that the propor- 
tion is 38 per cent. Here, too, the solu- 
tion seems to be along the line of a re- 
turn to first principles. What is a com- 
mercial deposit? It is either a business 
convenience to the depositor or it is a 
In the 


secure place for idle funds. 
former case the convenience is all the 
yield the depositor should expect. If 
the bank makes a small profit on the ag- 
gregate of such deposit funds it is en- 


titled to it. In the case of deposits that 
are idle funds, both equity and com- 
petitive factors, arising particularly from 
non-banking sources, entitle the deposi- 
tors to a share in the profits in the form 
of a moderate interest on their balances. 
As to the competition within banking 
for such idle funds, there unquestion- 
ably should be a higher degree of co- 
operation than has generally prevailed in 
the past. Cut-throat competition for ac- 
counts by means of over-competitive in- 
terest rates on balances has been a pro- 
lific source of unsound banking. Places 
where clearing houses are in operation 
are making good headway against this 
evil and it has been greatly reduced. 
Banks everywhere should reach mutual 
understandings in regard to it—for it is 
a problem in which banks can hardly 
work singly and alone. 

These sound like simple principles, 
but it was the violation of simple things 
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like these that complicated the banking 
situation during its most unhappy period. 
To this category belongs that part of the 
bank failure situation that must be as- 
sessed against bankers—for in all candor 
bankers must bear personally a part of 
the responsibility. We must admit that 
many banks failed due to internal poli- 
cies that should never have been pur- 
sued by their managers. There was a 
growing tendency to wander away from 
the homely commercial banking virtues 
of our banking forefathers. Bankers 
that did this spent many sleepless nights 
during the depression. They realized 
then how easy it was to run a good bank 
by right principles as compared with the 
difficulties that mounted up according as 
they had wandered away from them. 

I think the best, the most effective 
banking reform for the future lies right 
in our own counting houses—and that is 
along the lines of a return to the simple 
virtues of banking that experience has 
proved best. 

We cannot make banks foolproof by 
legislation—but we can come near do- 
ing so by good management and common 
sense. 


A GRADUATE SCHOOL OF BANKING 


The country seems to demand that 
bankers of the future shall be trained in 
their vocation as in other walks of life. 

The principles of good bank manage- 
ment can be taught, and common sense 
can be cultivated, by means of technical 
education. 

Promotion of banking education, there- 
fore, is one of the major obligations of 
organized banking. The American 
Bankers Association must step ahead in 
this field. 

In the American Institute of Banking 
we have what is considered to be the 
outstanding project for adult education 
now being carried on in business and 
industry. The institute should be fa- 
miliar to every member of the associa- 
tion, and every senior banker should in- 
sist that his employes, wherever prac- 
ticable, shall pursue its courses. It is one 
of the best practical methods possible for 
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bringing about universal good banking 
for America. 

Early in my administration I asked 
the Public Education Commission to give 
consideration to a plan to extend our 
educational activity to a point where 
every bank officer would be personally 
interested in the program. The commis- 
sion has given serious thought to the 
matter, and I take this opportunity to 
announce that plans are under way for 
the formation of an Institute Graduate 
School to be launched in the year 
1933-34. This graduate school will start 
in a limited manner until perfected and 
first offers instruction of an advanced 
nature in one or more of the financial 
centers of the country. The general 
supervision of the work will probably be 
under the control of a board of regents, 
which will be appointed by the president 
of the American Bankers Association 
upon the recommendation of the execu- 
tive council of the American Institute of 
Banking. 


From time to time we hear much 


about the licensing of bank officers upon 
their passing examinations conducted by 


governmental agencies. The prevention 
of such a program ever being forced on 
us by legislative action mainly depends 
on the American Bankers Association 
pursuing a policy that will raise the 
standards of bank management not only 
in its technical operation but in its social, 
economic and ethical phases as well, to 
such levels as to make government pa- 
ternalism in this respect plainly uncalled 
for. 

The Institute Graduate School pro- 
gram will be set up to meet the needs of 
those who are especially qualified by 
training, experience and resources to un- 
dertake it. It will offer only work of an 
advanced nature which will not dupli- 
cate anything that is being done by the 
institute in any of its local chapters. The 
work will be organized, so far as its 
teaching corps is concerned, around 
recognized leaders in the various phases 
of banking and will be offered on an in- 
tensive plan where the greatest need ap- 
pears to exist for training officers and 
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others to fill advanced positions in the 
banking world. 

The educational director of the in- 
stitute, Dr. Harold Stonier, will go into 
this subject in more detail and I hope 
you will give Dr. Stonier your careful 
consideration, not with the idea of be- 
lieving or contradicting what he may 
submit, but to weigh and consider it 
and after due deliberation help him with 
your constructive suggestions. 


THE END OF THE DEPRESSION 


As I said at the outset the happier 
atmosphere in which this convention 
meets as compared with that at Atlantic 
City last year is based, I am confident, 
on real and fundamental betterments in 
economic conditions. 

In an address in May of this year I 
stated that the great problem then con- 
fronting the country was to find some 
way to break the vicious circle of de- 
pressive influences that had the nation’s 
business in its grip. That problem has 
been met. If we were to pick out the 
decisive event which accomplished this 
purpose I would name the stoppage of 
the gold drain by foreign nations. In 
the historic perspective of all great de- 
pressions some specific circumstance has 
almost invariably become recognized as 
the turning point. As this depression of 
1929-32 takes its place in history I am 
confident this bringing of the gold situa- 
tion under control will be recognized as 
its turning point. 

The failure of the gold drain to bring 
about the financial crash—the suspension 
of the gold standard by this country— 
that was feared was not wholly due toa 
change in policy by foreign nations or 
the exhaustion of their gold credits here. 
It was due to the fact that this country 
by a conscious, clearly defined step forti- 
fied itself against the consequences of 
the gold drain. It did this by means of 
the Glass-Steagall bill (S3616). The 
practical result was to almost triple the 
amount of free gold held by the Federal 
Reserve System, increasing it from about 
$450,000,000 existing at the time the 
law became effective to $1,200,000,000 
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and placing the system in a position to 
meet without hesitation foreign demands 
for gold—in other words, to keep our 
banking system on the gold standard. 

Why was this so decisive a factor in 
breaking the vicious circle of our de- 
pression? It did not of itself stop the 
run on our gold, but it did do the vital 
thing of setting back by nearly a billion 
dollars the point where this run could 
force a suspension of gold payments by 
this country. In fact, the run on our 
gold continued heavy even after the 
passage of the bill. The bill became ef- 
fective the end of February. At the end 
of March our monetary gold stock stood 
at $4,390,000,000. During April it 
dropped by $23,000,000, during May by 
$224,000,000 and during June by an- 
other $233,000,000—a total in these 
months of $480,000,000 on top of a 
previously recorded loss in seven months 
of $605,000,000. 

This was apparently the very trough 
of the depression. Foreign interests, 
still believing financial ruin was ahead 
for the United States, continued to dump 
securities in our markets and withdraw 


the proceeds in gold. Stock and bond 
prices continued downward. Hoarding 
and bank suspensions increased as our 
own people became alarmed anew with 
the fear we were bound to be forced off 
the gold standard. Commodity prices 
continued their downward course. Busi- 
ness men of all kinds were afraid to 
initiate any new business. Not only 
were the banks compelled to remain ab- 
normally liquid against impending possi- 
bilities, but the volume of good business 
seeking loans continued to ebb so that 
credit continued to contract. 

Then suddenly in June came the end 
of Europe’s ability to take further gold 
from this country. Her gold credits here 
were about exhausted. Her dumping of 
securities in this market ceased. Both 
the hopes of speculators and the fears of 
investors that had made the whole world 
a bear market on the United States were 
answered by the startling fact that not 
only had this country withstood a drain 
of more than a billion dollars without 
being thrown off the gold standard, but 
still had a comfortable margin of free 
gold left. 
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America had matched her strength 
against the world and had won, but 
other countries seemed to appreciate it 
before we ourselves realized it. 


THE RECOVERY SO FAR 


Dramatic changes have occurred in 
many lines of our business statistics as 
a result. 

Foremost has been the spectacular re- 
versal in the gold flow as foreigners have 
hastened to return their money to rein- 
vestment in our over-depreciated secu- 
rities. During July our monetary gold 
stock rose by $55,000,000 as contrasted 
with the June loss of $233,000,000 that 
carried it to the lowest point since No- 
vember, 1922. During August there 
was a further increase of $112,000,000. 

An index of 400 common stocks based 
on 1926 prices as 100 rose from the low 
point of 33 June 1 to 40 the end of 
July, a gain of 21 per cent. 

A standard index for 120 high grade 
bonds rose from the low point of 58 to 
82, or by over 40 per cent. 

A standard commodity index, based 
on 1913 as 100, shows a rise from 87.4 
the first week in June to 94 the end of 
August, a gain of 71/ per cent. 

Money in circulation, reflecting the 
effects of hoarding inspired by lack of 
public confidence in banks, has season- 
ably decreased from a point on July 20, 
$940,000,000 above approximately the 
same date last year to a point September 
14 only $580,000,000 above a corre- 
sponding date last year, or an apparent 
relative improvement in this respect of 
$360,000,000. Also, the actual amount 
of money in circulation dropped from 
the high point of $5,775,000,000 on 
July 6 to $5,668,000,000 in September, 
a decrease of $107,000,000. 

Bank suspensions dropped from a 
weekly average of thirty during the first 
seven months of the year to ten or 
twelve a week in recent weeks. 

We hear misgivings expressed because 
material expansion has not yet appeared 
in many of the standard lines of business 
data, such as steel activity, volume of 
trade, volume of commercial bank credit, 
building construction and others, the 
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complaint being that improvement has 
been mainly in sentiment and not in the 
basic activities that show a statistical im- 
provement for business. It is apparent, 
however, that from the figures I have 
given that there have been all the statis- 
tical improvements that we could expect. 
They are basic and they are real. And 
most important of all is the improvement 
in mental attitude. The fear psychology 
that had established its sway over the 
minds of our people and was the most 
dangerous aspect of the vicious circle 
has been dissipated. 


GOVERNMENT AND TAXATION 


In considering the influences and 
forces that have led toward recovery 
from the depression, full recognition 
should be given to the broad-minded, 
non-partisan and effective efforts of the 
national Government at Washington 
in both its legislative and executive 
branches. At times progress was dis 
couraging and it seemed well nigh hope- 
less to expect fundamentally construc 
tive action through political means. Yet, 
in the net result, there has been a grati- 
fying avoidance of seriously unsound 
measures and, when the full measure is 
taken of the things accomplished, we 
realize that the greatest co-operative ef- 
fort ever undertaken by a great nation 
to control the forces of economic de- 
struction has been set in motion and 
promises to enable us io conquer the de- 
pression by positive action, instead of 
following the fatalistic attitude of al- 
lowing it to cure itself. 

Yet a great task of government lies 
ahead. It has yet to wrestle with over: 
taxation. Taxation up to the point re 
quired to carry on the functions of gov 
ernment for the maintenance of its basic 
purposes is unquestioned. But when 
taxation is used as a social measure to 
take an undue proportion of the prop: 
erty of certain classes of our people to 
finance special benefits to certain other 
classes, it is a violation of our basic prin’ 
ciple. Both in public financial policies 
now in force and in many proposals 
brought forward during the period of 
stress we are justified in fearing the re 
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sult, as there are involved government 
expenditures that create tax demands 
that are unfair to our people as a whole 
and would create special class privileges. 
We should bear in mind that it is the 
duty of our people to support the gov- 
ernment and not the government to sup- 
port the people. In my humble opinion 
any other policy would lead to paternal- 
ism and endanger the very existence of 
our institutions. 


REDUCTION OF EXPENDITURES 
CALLED FOR 


In several of my addresses before state 
bankers’ associations I have stressed the 
importance of a balanced budget. 

Balancing a budget implies a reduc- 
tion of expenditures or an increase in 
income, or both. This means that the 
cost of government must be kept down 
to the lowest limits compatible with 
proper public service. Public funds can 
come only from the pockets of the people 
through taxes and loans. But there must 
be a sound balance in the use of these 
two methods. If fresh loans are allowed 
to become too numerous or extensive, 
pre-existing security values will be im- 
paired, injury will be done to govern- 
ment credit and burdensome charges will 
be created. If taxes are too high, and 
particularly if not equitably spread, busi- 
ness is crippled and the capacity to pay 
jeopardized. 

The problem of unbalanced budgets 
while partly due to the loss of expected 
public revenues as a result of the de- 
pression would even without the depres- 
sion have sooner or later become a lead- 
ing public problem. It is well that this 
condition has been brought about at this 
time rather than to have run for a longer 
period with its mounting cost, year by 
year, producing even greater difficulties. 

Old forms of taxation have been as- 
sessed to the limit of the capacity to pay 
and perhaps some increases in rates have 
resulted in a diminishing return so that 
new and additional forms of taxation 
must be found. 

I have dwelt on this subject especially 
because next year is a legislative year in 
most of our states and if we are to live 
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and let live we must see to it that funds 
shall not be raised by increased taxation 
alone but by a reduction of expenditures 
as well. 

For a time at least every dollar of 
avoidable governmental expense must be 
done away with and every dollar of un- 
avoidable expenditure should be made to 
produce an adequate return or be ab- 
solutely necessary for the health or safety 
of our people. 

So outstanding in importance is this 
question of government attitude in re- 
spect to expenditures and taxation that 
we have built the program of subjects to 
be presented here, by men who are out- 
standing authorities, around this theme. 

You will find the subjects related to 
each other and to have the complete pic- 
ture you must hear them from beginning 
to end at each session so that I hope for 
your constant attendance throughout the 
sessions and I’m sure that each one of 
us will then go back home better in- 
formed and better prepared to do our 
part in the important problems which 
confront us. 


“LET'S PULL TOGETHER” 


In conclusion let me say that we are 
now in the very midst of rebuilding the 
confidence of the public in our banking 


structure. Figures show that we have 
made good progress. 

Confidence is not built upon any one 
act but is the result of the sum total of 
all our actions. 

There is yet much to be done. 

It would be most unfortunate if by 
our own acts we should undo any of 
the good which has been accomplished. 
We should not retrace our steps. We 
should go forward slowly but surely. 

We should not lose any of the ground 
which we have gained. 

I realize and appreciate that we have 
a few controversial questions about 
which we have our conscientious opin- 
ions, but I sincerely hope that we shall, 
each and every one of us, have in mind 
that our every act should be for the good 
of all. This of all times is the time and 
place when we should pull together. 





State Bank Division Meeting 


In Defense of State Banks—Asset Management for Liquidity and 
Profit—Sound Operating Practices Codified—Branch 
Banking and Unification Opposed 


has been on the defensive. Even 

before the depression, students of 
banking had noticed that the percentage 
of failures among state banks was alarm- 
ingly high. The division admitted the 
validity of this criticism, but insisted 
that this was not due to the fact of a 
state charter instead of a national one. 
It has insisted that the main cause of 
bank failures is poor management. Be- 
lieving this, it has bent its efforts, year 


iss years the State Bank Division 


L. A. ANDREW 


Vice-president First National Bank and 

Trust Company, Ottumwa, Iowa, who 

was elected president of the State Bank 
Division. 


after year, toward the improvement of 
Management among its members. 

The emphasis has changed, of course, 
as economic conditions changed. Only 
a few years ago the division was stressing 
the installation of analysis systems, and 
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the imposition of a service charge where 
analysis showed it to be warranted. 
Later came the campaign for the or- 
ganization of regional clearing house as- 


FeLix M. MCWHIRTER 


President Peoples State Bank, Indian- 
apolis, Ind., and retiring president of 
the State Bank Division. 


sociations as a check on duplicate bor- 
rowing. At present, internal manage: 
ment, particularly in the matter of in 
vestment, is deemed of major importance. 

But the president of the division, Felix 
M. McWhirter, president Peoples State 
Bank, Indianapolis, Ind., paid little at 
tention to any of these problems in his 
opening address. He was preoccupied 
with a larger matter—the continued ex: 
istence of state banks themselves. He 
sees them threatened by the recent move’ 
ment for the unification of banking 
through national charters only. He is 
disquieted no less by the proposal in 
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section nineteen of the Glass bill to per- 
mit national banks to establish branches 
in any state of the Union. Practically 
all of his talk was devoted to a vigorous 
attack on both of these proposals. 

L. A. Andrew, vice-president First 
Bank and Trust Company, Ottumwa, 
lowa, followed the same line in his ad- 
dress on “State Banks and Their Impor- 
tant Field of Service.” He views bank 
unification as “one of the radical de- 
structive ideas promulgated as a so-called 
‘cure-all’ for the depression and for the 
distressed banking condition.” He be- 
lieves that it would add “so immeasur- 
ably to bureaucratic control that it 
would be unsound and unsafe for a con- 
tinued successful development. It is,” 
he added, as he warmed to the battle, “a 
deliberate attempt to destroy the in- 
tegrity of all of the smaller banks in this 
country under $500,000 capital whether 
national or state.” He urged, therefore, 
that “state and unit bankers should be 
prepared to meet the issue fairly and 
squarely and to fight united and vigor- 


ously for their rights and for the preser- 
vation of their achievements of many 
years.” 


MANAGEMENT'S MOST IMPORTANT 
FUNCTION 


The practically valuable section of the 
program did not begin, however, until 
H. N. Stronck, bank management con- 
sultant of Chicago, Ill., took the plat- 
form to speak on “Fundamental Bank- 
ing Policies and Principles.” 

“The greatest task of bank manage- 
ment at present and for some future 
time,” he said, “will consist of a re- 
building of the asset position structure 
and the salvaging of assets.” He illus- 
trated this by a comparison of 1928 ex- 
perience with 1931. In 1928, the op- 
erating profit of the member banks of 
the Federal Reserve System was 29.3 per 
cent of gross income. Of this amount, 
24.9 per cent. was absorbed by net 
losses. In 1931 the operating profit was 
30.1 per cent. of gross income, but net 
losses absorbed 98 per cent. of this op- 
erating profit. Net profits fell from 
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8.96 per cent. of invested capital in 
1928 to 0.19 per cent. in 1931. 

Now the assets of any bank consist 
of five groups: 

1. The primary reserve, which is de- 
pendent on current depositors’ require- 
ments and legal requirements. 

2. The secondary reserve, which is 
dependent upon the intensity of pre- 
dictable seasonal fluctuations in deposits 
and local loan demands, and also upon 
possible, but non-predictable, emergency 
deposit withdrawals. 

3. The local loan portfolio, which is 
dependent upon the availability of sound 
and liquid local loans, properly diversi- 
fied as to economic, security and size 
factors. 

4. The investment account, which is 
dependent on the volume of remaining 
available funds. 

5. The bank building, real estate, 
and other fixed investments, which are 
dependent upon the volume of invested 
capital funds. Not more than 50 per 
cent. of the invested capital should be so 
absorbed, and preferably much less. 


WHAT CONSTITUTES GOOD SECONDARY 
RESERVE ASSETS 


The primary reserve, of course, must 
be completely liquid, and can consist 
only of cash on hand, balances with the 
Federal Reserve Bank, or with corre- 
spondent banks. The secondary reserve 
at all times must be ample to replenish 
the primary reserve when it has been 
depleted. Consequently, liquidity is also 
the dominant emphasis in the secondary 
reserve. 

According to Mr. Stronck, “the most 
frequent laxity in matters of asset ad- 
ministration are to be found in connec- 
tion with the secondary reserve and in- 
vestment account. This may be explained 
by the fact that these groups of assets 
are relatively new, hence there is a 
minimum of precedent and recognized 
principles by which to be guided. ; 
Therefore, the purchasers, in the main, 
have been less well informed than the 
sellers regarding such credit instruments. 
The distributors have taken the initiative 
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in most of these transactions, and in 
many banks have influenced the buying 
policy of such banks more than have 
the purchasing institutions themselves. 
“An important consideration in the 
specification of items for the secondary 
reserve is in connection with the matu- 
rity distributions. The items should be 
timed with the seasonal low deposit posi- 
tion and/or the seasonal period of high 
local loan demand. This matter of 
maturity distribution has not been given 
nearly the attention it requires in a 
great many banks. It should be remem- 
bered that liquidity through maturity 
distribution is the most inexpensive of 
all methods for providing against sea- 
sonal demands. If these maturities are 
properly arranged, it will prevent the 
necessity of sacrificing security values in 
an unfavorable market, or the necessity 
of borrowing outside when rates are un- 
favorable.” Since it is impossible to de- 


termine when the emergency part of the 
secondary reserve will be needed, these 
funds should be invested following a 


continuously maturing flow program, 
that is, a certain percentage should be 
scheduled to mature each month over a 
period of but a few years, with three 
years as a possible maximum. “Another 
type of eligible security consists of items 
whose maturities may not be timed with 
seasonal requirements, but which can be 
disposed of for cash at a moment's no- 
tice without loss.” 

“The average rate of income on a 
portfolio of securities eligible for the 
secondary reserve will be comparatively 
low,” Mr. Stronck commented. “It 
must be “borne in mind, however, that 
the prime object of this portfolio is not 
high earnings but the strength of the 
financial position of the bank. 

“The local loan portfolio should first 
be developed to give a proper balance 
between the economic, security, and 
size-of-loan diversification.” This means 
that a large portion of the funds must 
not go to local firms in a one-industry 
town, nor must the loans be centered on 
one type of security such as real estate, 
nor must a large amount of funds be 
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concentrated in a few loans. All of the 
loans must be judged from the stand- 
point of collectibility. The borrower 
must evidence both capacity and willing: 
ness to pay in full at maturity. Com- 
mercial loans measure up to this require- 
ment best. Capital loans do not, and 
the amount of capital loans should be 
kept down. Capital loans, mortgage 
loans, and loans to individuals secured 
by endorsements or collateral should be 
operated under a “periodic amortization 
liquidation plan” which means that they 
should be repaid on the installment plan. 
This will give the aggregate a good rate 
of liquidity or turnover. 


BUY ONLY HIGH GRADE, LISTED BONDS 
FOR INVESTMENT 


Turning now to the investment ac- 
count, Mr. Stronck pointed out that 
“bonds for the secondary reserve and 
bonds for the investment account are 
two very separate and distinct things. 
; Secondary reserve bonds, be- 
cause of the object of this reserve, must 
be of a kind that can be liquidated at all 
times without a loss. To re 
gard an investment bond account as a 
secondary reserve is to indulge in an illu 
sion. 

“It savors of triteness to say that high 
grade bonds are the only type of secu- 
rity which a bank should buy and yet it 
has been the departure from this prac- 
tice which has caused the trouble con- 
fronting bank investments today. When 
it comes to determining which are high 
grade bonds, it seems hardly necessary 
to state that issues which are considered 
prime investments in certain phases of 
the business cycle are not prime invest: 
ments in other phases. Bonds, so far as 
a bank is concerned, represent loans, and 
as such should be followed as any other 
credit would be. 

“The yield obtainable at any given 
time on any specific bond will vary with 
the relative weight of two factors— 
money rates and credit risks. Whether 
a bank should buy only money bonds, 
that is, bonds of unquestioned credit, 
which will be affected solely by the in 
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terest rate obtainable in the open market, 
is a question to be solved by each insti- 
tution, but it does appear advisable that 
the major portion of the account be 
composed of money bonds. 

When an institution is not set up to 
scrutinize credit conditions carefully, 
then the account should be composed 
entirely of money bonds. 

“With the exception of municipal 
bonds and possibly equipment trusts, 
there appears to be no valid reason why 
banks should ever purchase securities 
unless they are listed on the New York 
Stock Exchange or the New York 
Curb,” not because listed bonds are 
necessarily better, but because there is 
more information available about them 
and their market. 

“Under normal conditions it would 
appear advisable that from 30 to 40 per 
cent. should be short term bonds with a 
minimum of 15 per cent. maturing 
within eighteen months. In times when 


it is believed with sufficient certainty by 
a bank that high grade bonds are at a 


high price level, there is no theoretical 
reason why a bank should not liquidate 
its long term bonds and place the total 
account in short terms. . . . It 
should be the aim of the bank’s invest- 
ment account to obtain for that institu- 
tion a good average return over a period 
of years. 

“The develupenent of an investment 
account of a bank and the purchase of 
securities for same must be definitely 
related and interlocked with the general 
financial policy and program for the 
entire bank. Permanency of 
funds and the correlation of the bond 
account with the general financial policy 
of the bank are the foundation stones of 
successful operation of an investment ac- 
count. Moreover, as a practical matter, 
there is little reason why these two prin- 
ciples should not be followed. When 
one considers how bankers are prone to 
sit eternally with poor bonds, there 
should be far greater justification for 
eternally sitting with good bonds.” 

“A Code of Sound Bank Operating 
Practices,” was next described by A. G. 


473 


Kahn, president Union Trust Company, 
Little Rock, Ark. It grew, he said, out 
of the troubles of the fall of 1930, when 
a severe drought and the collapse of the 
largest banking chain in Arkansas pre- 
cipitated a number of failures and a 
vast amount of banking confusion. 

“The state association itself was in a 
dire extremity. It was necessary to de- 
velop a method of holding the allegiance 
of its members. We decided,” said Mr. 
Kahn, “that the first step should be the 
promulgation and adoption of a code of 
sound banking practices which would be 
so fundamentally correct that every 
bank in the state could adhere to it. 
; Such a code was formulated 
and presented to the membership. It 
met with instantaneous approval. It 
was adopted formally at the 1931 con- 
vention. It has since been read to the 
boards of directors of a vast majority 
of the banks in the state, and has 
been formally signed by an executive 
officer. It is made up of twelve 
articles. 

“Article number one— Management 
hereby is definitely committed to adjust 
its operations to a profitable basis or go 
out of business. Unprofitable 
institutions are a menace to society and 
the integrity of banking. In- 
adequate revenue is ultimately paid for 
by the depositing public through in- 
solvent and closed banks, by stockholders 
through loss of invested funds and the 
double assessment, and by employees 
through the loss of good jobs. 

“Article number two — ‘Adequate 
compensation shall be charged for serv- 
ices rendered. Adequate com- 
pensation for certain services may be 
paid for by the maintenance of profit- 
able accounts. Customers, however, 
whose accounts are not sufficiently large 
and profitable to completely service 
themselves shall be charged.” 

“Article number three prescribes the 
use of careful cost finding. Article 
number four contains a pledge not to 
pay too much for funds and not to be 
extravagant. Article number five pre- 
scribes adequate reserves and a growing 
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surplus. Article number six demands 
basic tests applicable to all loan applica- 
tions. Article number seven specifies 
an adequate secondary reserve. Article 
number eight emphasizes the necessity 
of fearlessness in collecting and in re- 
cording losses where necessary. Article 
number nine covers insurance protec- 
tion. Article number ten contains a 
pledge of directors to maintain contact 
with the institution and direct. Article 
eleven prohibits senseless competition. 
Article number twelve contains the final 
pledge of the subscribing bank to strive 
for better bank management. . . . 
“Following the adoption of the code 
in 1931, the state was divided into six- 
teen regional clearing house associations. 
They are developing within the 
regions a better spirit of co-operation. 
The district clearing house as- 
sociation in which Little Rock is located 
has traveled far in spite of adverse con- 
ditions. Every bank in it has placed 
every account on its own bottom. Every 
out of town item is subjected to a fair 
Savings interest has been 


float charge. 
reduced from 4 per cent. to 3 per cent. 
Small unprofitable accounts to the extent 
of approximately 17 per cent. of the 
total disappeared at once from the books 
of our banks rather than yield the bank 


a profit. Loss of savings accounts was 
negligible. 

“All these things and others were 
done in the closest spirit of co-operation. 
They were done in spite of gloomy fore- 
bodings of disasters to follow. They 
benefited all the banks and the public. 
The public learned a new respect for the 
banks, and each individual banker 
gained a new respect for his competitor. 
The great truth was brought home to us 
that we fear both—the public and our 
competitors—unnecessarily.” 

Following the addresses came the re- 
port of the Resolutions Committee, 
which condemned, in surprisingly strong 
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language, section nineteen of the Glass 
bill, and the proposal for the unification 
of banking under Federal control. The 
resolutions were adopted without dis- 
cussion or dissention. 


NEXT YEAR’S OFFICERS 


At the close of the meeting, the fol- 
lowing officers were elected to serve for 
the ensuing year: President, L. A. An- 
drew, vice-president First Bank and 
Trust Company, Ottumwa, Iowa; and 
vice-president, Clyde Hendrix, president 
Tennessee Valley Bank, Decatur, Ala. 

The following were elected to the 
executive committee: A. G. Kahn, presi- 
dent Union Trust Company, Little 
Rock, Ark.; H. M. Chamberlain, vice- 
president Walker Bank and Trust Com- 
pany, Salt Lake City, Utah; Fred B. 
Brady, vice-president Commerce Trust 
Company, Kansas City, Mo.; and C. J. 
Kirschner, vice-president Markle Bank- 
ing and Trust Co., Hazleton, Pa. 


L. A. ANDREW 


Mr. Andrew was born in Ashland, 
Wis., in 1875. During his early business 
career he was a newspaper publisher in 
Illinois and Iowa. Later he established 
the Citizens Savings Bank in Ottumwa, 
Iowa. Still later he served the state of 
Iowa as its superintendent of banking. 
His present position is vice-president of 
the First Bank and Trust Company of 
Ottumwa, Iowa. 

In view of the fact that Mr. Andrews 
spoke so vigorously before the division 
on the dangers of section nineteen of 
the Glass bill and the dangers of unifica- 
tion, plus the fact that he was chairman 
of the Resolutions Committee which 
condemned these measures so bitterly, it 
is to be expected that the State Bank 
Division under his leadership will wage 
a determined fight against these two pro: 
posals during the next twelve months. 





National Bank Division Meeting 


Time for a Sympathetic Attitude Toward Borrowers— The Risks 
in Government Bonds—Lessons of the Depression 
—Relation of Bankers and Advertising 


HE National Bank Division is 
militantly looking forward. Its 


whole program this year was di- 
rected toward the future. It is true 
there was a little surveying of the past, 
but merely as Patrick Henry did—as a 
better guide to what lies before. 

It is possible to use the future as an 
escape from reality—to forget the ills of 
earth in the dream of the Heaven to 
come. But it is not this sort of a future 
the speakers before the National Bank 
Division envisaged. Rather it was a fu- 
ture linked up with the harsh realities of 


J. R. Cain, Jr. 


Vice-president Omaha National Bank, 
Omaha, Neb., who was elected presi- 
dent of the National Bank Division. 


the present. Thus it was a future filled 

with work and worry, but holding the 

promise of better things to come. 
President Walter W. Wilson, presi- 


dent First National Bank, Milton, Pa., 
expressed it well in his opening address: 
“We are still in the throes of a severe 
business readjustment but the signs of 
the times are most encouraging. 

With the improved tone of business come 
greater opportunities for service. Ap- 
plications for sound loans which gen- 
erally were lacking a few months or a 


W. WALTER WILSON 


President First Milton National Bank, 
Milton, Pa., and retiring president of 
the National Bank Division. 


year ago are now appearing in greater 
numbers. In these applications are more 
likely to be found the elements which 
should be looked for in passing upon 
credits and when they are found they 
should be recognized and accepted. So 
without receding in any degree from the 
position that banking must be. guided al- 
ways by tried principles, I concede the 
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responsibilities it carries and call upon 
national bankers everywhere to give the 
largest possible measure of co-operation 
to the work of restoring our national 
balance. I feel entirely within the pre- 
rogatives of the office you gave me when 
I urge sympathetic consideration of each 
loan application presented, and a prompt 
and adequate extension of credit for 
each project found to embrace the ele- 
ments shown by experience and good 
judgment to underlie sound loans.” 


BONDS FOR SECONDARY RESERVES 


Investments have always constituted a 
problem for banks, and they will be no 
less of a problem in the future. It was 
appropriate, therefore, that the address 
which followed Mr. Wilson’s should be 
on “Bank Investments” by Andrew 
Price, president National Bank of Com- 
merce, Seattle, Wash. He informed his 
audience, at the outset, that he would 
limit himself to “bond investments” as a 
subject sufficiently large for the time at 
his disposal. These include bonds eligible 
for secondary reserves and those suitable 
for the general investment account. 

Of course, he remarked, bonds con- 
stitute only a part of a secondary re- 
serve, many hanks preferring banker's 
acceptances, commercial paper or call 
loans. But among the bonds, short term 
U. S. Government bonds are generally 
given first place, followed by short term 
municipal bonds, called bonds, railroad 
equipments, etc. 

It is most important that bonds for use 
as a secondary reserve should be of short 
maturity. Most bankers agree that they 
should not run more than three years 
and that a good portion should mature 
in one year. This is one way of assuring 
that the bonds will be liquid. Even if 
they cannot be sold readily, a certain 
number will be maturing in a short time. 

“Obviously,” said Mr. Price, “although 
the secondary reserve account should be 
an income producer, nevertheless earn- 
ings from this source should be second- 
ary to liquidity. A lower rate of in- 
come on secondary reserve investments is 
fully compensated for by avoiding the 
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serious loss of good will incident to call- 
ing customers’ loans in times of stress or 
loss of dollars through forced liquidation 
of bond holdings during periods of de- 
pression.” 

Then he added “a word of caution” 
about U. S. Government bonds of the 
longer maturities. Pointing out that the 
Treasury will probably be in the market 
for more than $2,000,000,000 of new 
money in the next twelve months, he 
commented: “It would seem that more 
attractive interest rates than those now 
provided would be necessary to induce 
the public’s participation to such an ex: 
tent as would assure the success of a 
large long term Government bond offer: 
ing. These factors naturally will in 
fluence banks in their consideration of 
the holding of long term Government 
bonds in their investment accounts and 
are strong arguments in support of the 
contention that they should be definitely 
avoided for use for secondary reserve 
account.” 


TIMING OF INVESTMENTS IMPORTANT 


After primary and secondary reserve 
requirements have been met, and quali 
fied local demand taken care of, the bal- 
ance of the funds usually goes into the 


‘investment account.” “The selection of 
bonds for this account,” said Mr. Price, 
“presents probably one of the most difh- 
cult bank management problems. It 
largely boils itself down to determining 
when long term bonds should be pur- 
chased and when they should be sold. 

. . There may in fact be times that 
a bank would be better off to be com- 
pletely out of the bond market—except 
for the prime short term issues held in 
its secondary reserve account. 
The determination of such a time re- 
quires a constant and careful study of 
underlying economic trends. . . . If 
economic factors make money dearer, it 
will be hard to find a high-grade bond 
which will hold its value. Cor- 
respondingly any other major economic 
trend will reflect itself favorably or un- 
favorably as to bond values. 

“The old theory that bonds which are 





7, we 2S Se Sl Oa eae 


OTTOMAN BANK 


CAPITAL £10,000,000 


PAID UP £5,000,000 


RESERVE £1,250,000 


London, Manchester (England), Paris, Marseilles, Nice, Istanbul, 
Egypt, Palestine, Cyprus, Greece, Persia, Iraq and Tunis, Africa. 


Associated also with: Bank of Roumania, Ltd., Banque de Syrie et du Grand 
Liban, Banque Franco Serbe, British-French Discount Bank, Ltd., Athens. 


(THE Bank has been established for over sixty years and 
has its own Branches or Agents in every important 
commercial town in the near East. 


Payments made against Drafts, Telegraphic Transfers and 


Travellers’ Letters. 


agencies arranged. 


Clean and documentary bills collected. 
Information and Commercial statistics available. 


Mercantile 


A full list of the Branches may be obtained on application 
to Messrs. Brown Brothers Harriman & Co., New York 


good at the time of purchase may be 
bought with the idea that they be held 
to maturity has been completely ex- 
ploded. General conditions as well as 
those surrounding individual issues are 
constantly changing and so must a bank’s 
bond account. It requires eternal vigi- 
lance. 

“There is nothing static about bond 
values nor the assets which support them. 
Not only, therefore, is it obvious that 
such vigilance must be directed to the 
preservation of principal values, but in- 
cident thereto and, with no undue ex- 
posure to the risks of speculation, it lies 
within the bounds of management of a 
bond investment account to enjoy some 
measure of the profit arising from the 
major swings in bond values. 
Short-swing operations clearly should be 
avoided but to ignore long 
term trends has precipitated many bank 
bond investment accounts into their pres- 
ent slough of despond. 

“There are at the present time four 
factors having a tremendous bearing 
upon bond investment problems, all of 


which are expedients made necessary by 
the depression, hence artificial in char- 
acter. I refer particularly to the fol- 
lowing: 

“The cheap money policy of the Fed- 
eral Reserve System and its participation 
in the Government bond market,” which 
have made it the most important factor 
in the bond market. It continues to exert 
a powerful effect on bond values. : 

“The second major artificiality is the 
Borah amendment to the Home Loan 
Bank bill which permits national banks 
to issue circulation based upon certain 
issues of Government bonds. 
Although relatively small in amount the 
purchasing power thus created has un- 
doubtedly exerted an influence upon the 
otherwise natural market action of the 
bond issues concerned. ' 

“The third artificiality has to do with 
the Reconstruction Finance Corpora- 
tion. . . . Not only has the R. F. 
C. directly taken hundreds of millions 
of dollars of bonds off the market, or bet- 
ter expressed, has prevented their neces- 
sitous liquidation by banks and insur- 
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ance companies, but in addition it is 
today making possible by its advances 
the payment of interest on millions of 
dollars of railroad bonds of companies 
which without its assistance would be in 
the hands of receivers. Were 
it not for the possible assistance already 
granted and likely to be further sup- 
ported by the R. F. C., many of the com- 
panies whose bonds are held in large 
volume by banks should be promptly 
eliminated from any bank portfolio. 

“The fourth artificiality which is ex- 
erting a tremendous influence upon bond 
values is the policy of public officers 

. in permitting securities to be 
carried at their book cost by banks and 
insurance companies, or according to 
some other formula other than their 
value as quoted in the open markets. 
Markets still have far to go to 
support the values at which most of 
these bonds are still carried. 

“I would be loath,” Mr. Price < con- 
cluded, “to have a mistaken conception 
drawn from my earlier remarks. Nor 
do I in truth feel that there is an incon- 
sistency in pointing to these factors and 
suggesting that they be carefully studied 
in connection with bank bond invest- 
ment problems, and yet at the same time 
counsel that we owe it to ourselves and 
the profession which is ours to support 
staunchly, consistent with our primary 
obligations to our depositors, those 
agencies of the Government built to 
serve the best interests of the greatest 
number.” 


WHAT HAVE WE LEARNED? 


Speaking on the above subject, Carl 


W. Allendoerfer, vice-president First 
National Bank, Kansas City, Mo., began, 
“I believe we have learned, or relearned, 
odds and ends, more or less important, 
on which I have not sought to find 
just the appropriate copy book head- 
ing. 

“Savings accounts, for example, have 
proved to have little of that stability on 
which we had counted.” The theory 
that money received in savings deposits 
is not liable to abrupt downward fluctua- 
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tion has proved unfounded, “and this 
makes an essential difference in nearly 
every consideration of savings manage- 
ment. 

“Another thing we have learned, or 
relearned, is the importance of the short 
maturity in the bank’s secondary reserve 
account. Last November those 
banks which had avoided many of the 
mistakes common in bond purchases and 
had choice, high grade securities due 
within six months, found themselves 
with few purchasers for their bonds be- 
cause the natural buyers were banks and 
all of the banks were on the same side 
of the market. For a short time about 
the only liquidity was in maturity; sales 
could not be depended on, but a steady 
volume of securities coming due each 
day or week proved its dependability in 
case of need. 

“And as for companies, utility or in- 
dustrial, headed by a financial wizard, 
do we require further teaching to grind 
into our consciousness that the larger 
the enterprise and the more complex its 
structure, the greater the need for con- 
stant, independent audits? 

“One more specific item of which we 
have been reminded—diversification. 
Never do we realize its importance so 
keenly as when we look through our 
loans and investments to see where we 
can hope for liquidation and find that 
while some lines will not be ready to 
pay for ninety days, another line will be 
due and collected; this security may be 
sold and that bond matures. . . 

“What have we learned? Mostly ‘old 

truths which we knew and had hardly 
forgotten but for which it seemed there 
was no present need. We have dusted 
them off and find they work well. 
Having learned what errors threw us 
into confusion, we will not hesitate to 
carry on confidently with those other 
policies, once more shown to be safe and 
sane, the policies of old-fashioned bank- 
ing. That road leads to recovery.” 


THE BANKER AS AN ADVERTISER 


The concluding address of the session 
was entitled “Trustees of America’s Fu 
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ture,” and was delivered by Wilfred W. 
Fry, president N. W. Ayer and Son, 
Philadelphia, Pa. His real subject, of 
course, was advertising. Mr. Fry be- 
lieves that because of the economic up- 
heaval bankers have been forced to take 
over more responsibilities of manage- 
ment than at any previous period in 
American history. “It is for this reason,” 
he said, “and because I believe that bank- 
ing and advertising must make common 
cause in the days ahead, that I welcome 
the opportunity to address you.” 

He spoke of the growth of productive 
genius in the last quarter of a century, 
of the economies and improvements in 
methods of production, and how dis- 
tribution and sale of finished products 
had failed to keep pace. The point has 
now been reached where the movement 
of merchandise from factory to con- 
sumer is of greater importance than the 
manufacture of raw materials into fin- 
ished products. Persuading people to 
buy, he said, has become a vital part of 
the economic cycle. This is the func- 
tion of advertising. 

But the banker has a right to expect 
that advertising will be done efficiently. 
He has a right to expect competent and 
comprehensive research, ability to de- 
duce from the findings the factors requi- 
site for further development, the ability 
to select the media best suited to accom- 
plish the end desired. 

He has a right to expect a business 
acumen and experience able to know 
when to counsel aggressive action and 
when to urge restraint, co-operation with 
the manufacturer, and continuous ‘effort. 

Finally, he has a right to expect the 
assembling and use of talent of the high- 
est order, in the preparation of illus- 
tration and copy for the advertising. 

All these, according to Mr. Fry, bank- 
ers will find if they recognize their re- 
sponsibility and seek advice and co-op- 
eration from those agencies most accus- 
tomed to dealing with, creating, and 
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multiplying cash customers for the prod- 
ucts of industry. 

He closed with an optimistic word as 
to the future. “In recent months,” he 
said, “we have seen signs of a new sun- 
rise. You may not have observed it, for 
it has shown itself first of all upon the 
display counters of merchants. It is evi- 
dent in an increasing trend away from 
frenzied, low-priced selling toward a de- 
mand for quality. And when customers 
are willing to pay for quality, you may 
be sure there is a move upward. Pewple 
are really looking toward a brighter fu- 
ture.” 


THE NEW OFFICERS 


At the close of the meeting the fol- 
lowing officers were elected to serve for 
the ensuing year: President, J. R. Cain, 
Jr., vice-president Omaha National 
Bank, Omaha, Neb.; and vice-president, 
Irving W. Cook, president First Na- 
tional Bank, New Bedford, Mass. 

The following were elected members 
of the executive committee: William F. 
Augustine, vice-president National 
Shawmut Bank, Boston, Mass.; Marvin 
E. Holderness, vice-president First Na- 
tional Bank, St. Louis, Mo.; E. J. 
Weiser, president First National Bank 
and Trust Company, Fargo, N. D.; and 
Preston W. Doty, president First Na- 
tional Bank, Beaumont, Texas. 


JAMES ROBERT CAIN, JR. 


Mr. Cain was born in Falls City, 
Neb., in 1876. After finishing high 
school in that city, he became assistant 
cashier of the State Bank of Stella, Neb., 
in 1894. In 1900, at the age of twenty- 
four, he was elected to the Nebraska 
State Legislature, the youngest member 
up to that time. Later he served in the 
Nebraska State Senate. Since 1914 he 
has been vice-president of the Omaha 
National Bank. 





Trust Division Meeting 


Conservatism, First, Last and Always — Trusteeship No Job for 
Amateurs — Public Utility Securities as Investment 


the banking business has been happily 
immune to the depression. There 
has been no appreciable decline in the 
number of trusts created; there has been 
a healthy increase in trust assets held; it 
has not been possible for trusts in force 
to be terminated as deposits are with- 
drawn or loans paid; and failures of trust 
companies have not been sufficiently nu- 
merous to shake public confidence in cor- 
porate trusteeship. 
Nevertheless the depression has left its 


I: most respects the trust division of 


R. M. Sims 


Vice-president American Trust Com- 
pany, San Francisco, Calif., who was 
elected president of the Trust Division. 


mark. The scar is hid from the public, 
but it is painfully evident to trust men. 
It is some comfort to know that the 
wound will heal rapidly, and in a few 
years will be almost invisible. But in the 
meantime, it is extremely painful. 
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The scar we speak of is in the region 
of investments. Carefully as they may 
have been selected by the trustee or the 
creator of the trust, they are showing 
some depreciation at present. Many 
companies have been forced to reduce or 


Tuomas C. HENNINGS 


Vice-president Mercantile‘Commerce 

Bank and Trust Company, St. Louis, 

and retiring president of the Trust 
Division. 


suspend dividends, others have defaulted 
on their bonds, all are suffering from de- 
clining earnings. Real estate has de- 
preciated in value, and even municipal 
bonds have gone down. It is inevitable 
that such a wholesale decline in market 
values should have affected the assets of 
trust accounts, sometimes to the extent 
of decreasing the income. It is natural, 
therefore, that trust men should be giv- 
ing the subject considerable thought. 
This was reflected in the program of the 
Trust Division of the A. B. A. Most of 
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the time at that meeting was given to dis- 
cussing various aspects of investment. 

The president of the division, Thomas 
C. Hennings, vice-president Mercantile- 
Commerce Bank and Trust Company, 
St. Louis, Mo., gave the text of the meet- 
ing succinctly in his opening address: 
“The maintenance of the integrity and 
safety of trust funds has been and in 
the future will be a major problem of 
trust officials. 

“It is fortunate,” he continued, “that 
the division has unceasingly advocated 
that close attention be paid to the 
periodical review and analysis of secu- 
tities. During the New Era period this 
may not have seemed necessary, but 
eternal vigilance in check and recheck 
of securities, a careful diversification, a 
study and analysis by the statistical di- 
vision, supervised by the trust committee, 
is the keystone which will hold trust ad- 
ministration as a bulwark against as- 
sault by those who think that trust men 
should be endowed with) superhuman 
wisdom and greater foresight than is 
possessed by the intelligent man exercis- 
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ing care in the investment of his own 
funds.” 


TRUSTS SHOULD TAKE NO RISKS 


Dr. Paul F. Cadman, associate pro- 
fessor of economics, University of Cali- 
fornia, Berkeley, Calif., placed a similar 
emphasis on sound investment policies. 
He spoke on “Salvaging Security.” He 
made no attempt to ignore or deny the 
existence of risk in investment. Nor did 
he decry the American penchant for 
gambling—-taking large risks in the hope 
of substantial gains. ‘Many trusts,” he 
said, “perhaps the great majority, have 
been set up by men who risked superbly 
and won magnificently. Call them 
gamblers if you will! Aren't we 
all? 

“But when the trust is established, the 
venturing days are over. With 
the great majority of individuals for 
whom trusts are established, continuity 
of income and security of principal are 
the prime desiderata.” Between 1924 


and 1929 there was a great temptation 
to forget this. 


These were the years 
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when the theory of “common stocks as 
long term investments” had a great 
vogue. What a difficult job trustees had 
resisting this seductive theory. For the 
proponents of common stocks had a be- 
guiling argument, and advanced it at 
the opportune time. They said, in effect, 
that bonds might protect against a de- 
cline in earnings, but they could not pro- 
tect against a decline in the purchasing 
power of the dollar. This was a potent 
argument when prices had been rising 
for more than twenty years. It was easy 
to show that while the money return 
from bonds had remained constant in 
that period, the amount it would buy 
had steadily declined. It was possible, 
though not quite so easy, to show that 
the return from stocks, especially if it 
included appreciation in value, had in- 
creased more than enough to compensate 
for the decline in the purchasing power 
of the dollar. Thus the conclusion: a 
trustee who failed to include a propor- 
tion of stocks in his trust assets, where 
permitted, was not fulfilling his full 
duty to the beneficiary. 


“It is possible,” Dr. Cadman admitted, 
“that trust companies could have hedged 
against the hazard of unstable money by 


purchasing equities. But it is probable 
that they would have incurred a risk far 
greater than the money risk, viz., the 
disposition to overmanage the trust. The 
trustee who attempts to take frequent 
profits in a given portfolio may venture 
far from the charted course. He will 
find himself in the position of the con- 
servative investor who keeps a percent- 
age of his funds liquid for ‘market op- 
portunities, and then finds the ‘oppor- 
tunity’ in the stock market. If he catches 
a low, the upswing is so alluring that it 
carries him away, warps his judgment 
and unsettles his purpose. If he yields 
to short swing profit taking, he is lost to 
the fold of investors and the chances are 
one hundred to one that he will join the 
army of traders who play a game which 
is so fascinating and so absorbing that 
not one in a thousand who take part in 
it do anything else well. 
“Over-management in a trust is an in- 
vitation to do the impossible. Short 


swing or even medium swing operations 
require trading ability which is both rare 
and dangerous as the managers of invest- 
ment trusts of the trading variety have 
learned to their chagrin.” 

It is far better, in his opinion, to cling 
to “the sound practices which have kept 
the ships of trust in the deep waters of 
security” and in investment policy to 
strive only for reasonably attainable 
ends—a continuing income at a rate 
slightly above the riskless rental price of 
capital, together with a maintained and 
protected principal immune to the haz- 
ards of the adventure which created it. 
‘ For strange as it may seem in 
a modern world which holds but little 
in reverence, it is possible to make sub- 
stantial progress by being the last to 
‘leave old truths behind.’ ” 


THE BUSINESS OF BEING TRUSTEE 


While the next speaker concurred in 
the opinion that “investment policies and 
results still constitute an outstanding 
problem for all trustees” he did not de- 
vote so much time to this function as to 
others. He was Holman D. Pettibone, 
president Chicago Title and Trust Com- 
pany, Chicago, IIl., whose institution 
does no banking business. It writes ab- 
stracts of title, insures titles, and ad- 
ministers trusts—nothing else. What 
more natural than that he should speak 
on “Trusteeship: A Business.” 

Trusteeship being a business, its great- 
est need is for trained men—trust men, 
accountants, lawyers, etc.—under skilled 
executive direction. A business must be 
run with an eye to operating profits. Un- 
profitable business must not be accepted 
or else fees must be raised enough to 
make it profitable. Cost accounting will 
help to determine what business is profit: 
able, and what is not. It may be that 
costs should include a fund gradually ac- 
cumulated to meet losses on certain in- 
vestments. Finally, solicitation of new 
business should be put on a sound basis, 
telling the truth about the business. 

The resumé of Mr. Pettibone’s ad- 
dress is compressed into the brief para’ 
graph above because we found it un 
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usually meaty, and consequently propose 
to publish it in full in a subsequent 
issue of THE BANKERS MAGAZINE. 


UTILITY SECURITIES AS INVESTMENTS 


The last address of the session was 
devoted to a particular class of invest- 
ments. W. C. Mullendore, executive 
vice-president Southern California Edi- 
son Company, Ltd., Los Angeles, Calif., 
spoke on “Financing of Public Utilities.” 
His real topic, as he himself admitted 
early in his speech, was “What I think 
of electric utility securities as invest- 
ments.” 

How good an investment in a com- 
pany is, he said, depends on the an- 
swers to three questions: 

1. What is the present and prospec- 
tive market for the product? 

2. Are there any threats from com- 
petition and the forces of substitution 
and obsolescence? 

3. What is the public attitude to- 
ward the business, and what the prob- 
able future trend? 

Answering these in order, the present 


Debenture Holders, and for Public Bodies 


market for electricity is one of the larg- 
est. Electricity is used by nearly every- 
one. Electric utilities reach more homes 
than any other American institution ex- 
cept the post-office. The saturation 
point for electric service is not known 
and cannot be determined until we 
know how near to complete fulfillment 
are the wants of mankind. It is reason- 
able to believe, however, that “insofar 
as the market for electrical service is 
dependent upon its value as compared 
with its cost, that market should be an 
expanding one. That the value of the 
service is greater than its cost has been 
demonstrated by the fact that during 
the past several months the use of elec- 
tricity for domestic purposes has con- 
tinued to increase.” 

Of competition there is plenty. “Not- 
withstanding the popular impression to 
the contrary, the electric utilities do not 
have a monopoly of either the supply or 
the market for electrical service.” It is 
a comparatively simple task to transform 
mechanical energy into electrical energy. 
“Now it must be apparent,” he con- 
tinued, “that when the users of electric 
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energy are being constantly approached 
by salesmen and inventors of other de- 
vices, who are willing to demonstrate 
to these customers of the utilities how 
they can obtain a supply of electricity 
for their needs from a source other than 
the distribution line of the utility, there 
is no lack of potential and actual com- 
petition in the electric utility field. 
“However, from the standpoint of the 
investor, the important and reassuring 
point in this competition is that it at- 
tempts to lead backward instead of for- 
ward. That is to say, the modern elec- 
tric system has evolved out of the small 
isolated plant into the large scale, inter- 
connected system because experience has 
shown that these latter systems can ren- 
der a more reliable, a better, and a 
cheaper service. The fear that 
a small isolated machine, devoted only 
to the furnishing of the needs of a 
single customer ,or small group of cus- 
tomers, can successfully compete with 
the much larger and more efficient 
plants is not a well founded 


objection to investment in the utility 


business. ls 

“To those who fear the perils of ob- 
solescence the managers of the 
industry are inclined to paraphrase the 
motto of a well known make of auto- 
mobile: “When better sources of supply 
of electricity are developed, the electric 
utilities will use them and make them 
available to their customers.’ ” 

For example, when it was believed 
that the Western states were largely de- 
pendent upon water power as a source 
of additional supplies of electricity, the 
utilities spent hundreds of millions of 
dollars in developing water power sites. 
But when the value of water power in 
competition with steam began to wane, 
the electrical industry showed its alert- 
ness by rapidly turning its attention to 
the extension of steam power. 

“Today, due to the availability of vast 
supplies of cheap fuel—gas, oil, and 
coal—and the development of highly 
eficient steam turbines of very large 
capacity which can convert this fuel 
into electric energy at strategically lo- 
cated steam plants near the centers of 
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demand, the further development of 
water power sites which are far re 
moved from local centers is probably 
uneconomic. Not only is the visible 
supply of fuel increasing, but the 
amount of electricity which can be se- 
cured from a given unit of fuel has 
doubled in the last few years and the 
improvement in efficiency is going ahead 
by rapid strides. And again it is the 
electric utility which is adopting these 
new developments.” 


PUBLIC ATTITUDE A JOINT 
RESPONSIBILITY 


The public attitude toward the utili- 
ties is far from satisfactory. “The elec- 
trical industry is one of the favorite 
footballs of politics, and it is likely to 
remain such so long as it is dealing with 
a large majority of the people of the 
United States whose interest can be 
aroused by vote seekers who assert that 
they are being mistreated by their utili- 
ties.” 

Yet this, in itself, is inadequate rea- 
son for alarm. Despite the agitation of 
recent years, the record does not disclose 
“any mad rush toward municipally 
owned plants. In 1903 there were 912 
municipal generating plants in the 
United States. This number increased 
until 1920 when it reached 1878. Since 
then the number declined until 1930 
when the figure was 931 as compared 
with 912 in 1903, a net increase of 19 
plants in 27 years. In Cali 
fornia not a single town or city has 
been converted to the policy of munic- 
ipal ownership in nine years and no 
town or city has gone into the busi- 
ness of electrical generation in twenty 
years.” 

Ammunition of another sort has been 
furnished to the critics of utilities “by 
the spectacular failures of some promi 
nent organizations which were connected 
with the electric utility industry through 
investment in utility securities 
particularly the Insull debacle. 

As a matter of fact, the organizations 
which have been struck by calamity 
have dealt much more in security issues 





THE BANKERS MAGAZINE 


than in kilowatts—in the realm of 
finance than in that of utility operation. 
The only connection between 
the utility business and these disasters 
is that unsound practices with reference 
to utility financing were indulged in, 
and that the same result would have fol- 
lowed, and has followed, the same prac- 
tice in securities of other enterprises. 
You know these facts, but the public 
will not learn them unless we make it 
our business to tell them. 

“This leads to the question of your 

responsibility in utility financing as in- 
vestors and managers of trust funds, 
and as advisers to other investors. : 
May I suggest that we have a mutual 
responsibility in maintaining the confi- 
dence of the public in utility securities. 
‘ It is the duty of utility man- 
agers to keep their stockholders informed 
as to the progress of their utility. 
Now your responsibility as investors 
does not cease with investment. While 
as bondholders you are not so much 
concerned with management as are 
stockholders, you are nevertheless 
charged with the responsibility of pro- 
tecting the integrity of the investments 
you have made. Hence, so far 
as it is within your power you must, if 
you are to do your full duty, assist in 
the protection against sabotage of the 
property in which you have an interest, 
whether that sabotage be directed 
against the physical property or the 
equally important property designated 
as public good will and confidence.” 


THE NEW OFFICERS 


At the close of the meeting, the fol- 
lowing officers were elected to serve for 
the ensuing year: President, Richard M. 
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Sims, vice-president American Trust 
Company, San’ Francisco, Calif.; vice- 
president, H. L. Standeven, vice-presi- 
dent Exchange Trust Company, Tulsa, 
Oklahoma. 

The following were elected members 
of the executive committee: H. F. Wil- 
son, Jr., vice-president Bankers Trust 
Company, New York, N. Y.; Carl W. 
Fenninger, vice-president Provident 
Trust Company, Philadelphia, Pa.; Leon 
M. Little, vice-president New England 
Trust Company, Boston, Mass.; William 
A. Dixon, vice-president Whitney Trust 
and Savings Bank, New Orleans, La.; 
and Blaine B. Coles, vice-president 
Security Savings and Trust Company, 
Portland, Ore. 


RICHARD M. SIMS 


Mr. Sims is one of those Easterners 
who followed the injunction “go West, 
young man.” He was born in Rock 
Hill, South Carolina, in 1873, attended 
high school in Charleston, S. C., and 
graduated from the University of South 
Carolina. His first job was as an en- 
gineer, but he gave this up when he 
moved to California, and became a 
school teacher instead. While teaching 
he studied law, and by 1898 was ready 
to enter law practice in San Francisco. 
For more than ten years he was engaged 
in legal work, four of them as assistant 
city attorney. 

It was not until 1909 that he entered 
banking, as trust officer of the Mercan- 
tile Trust Company of San Francisco. 
He has remained with the company ever 
since, while it metamorphosed, through 
mergers, into the American Trust Com- 
pany. Of the latter he is now vice- 
president and trust officer. 





Savings Division Meeting 


Prosperity by Saving—Railroad Earnings Will Come Back—Should 
War Debts Be Cancelled? 


po most of the other di- 
visions of the A. B. A., the Sav- 
ings Division did not include any 

“how to” addresses in its program this 
year. None of the speakers undertook 
to tell the delegates how to invest their 
money, cut down their expenses, reduce 
interest payments, or build up their de- 
posits. The savings bankers are ap- 
parently fairly well satisfied with the 
way their institutions are run, and are 
able to devote some time to larger ques- 
tions. 


GiLBEerT L. DAANE 
President Grand Rapids Savings Bank, 
Grand Rapids, Mich., who was elected 


president of the Savings Division. 


More than any other department of 
banking, savings banks depend on gen- 
eral business conditions for their pros- 


perity. Only when people are earning 
more than enough to live on do they 
have a surplus to put in the savings 
bank. If, therefore, the savings bankers 
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choose to bend their efforts toward a res 
toration of good business, who shall say 
that they are not at the same time serv- 
ing their own ends? If saving alone will 
contribute toward the return of pros- 


Jay Morrison 


Vice-president Washington Mutual 

Savings Bank, Seattle, Wash., and re- 

tiring president of the Savings Bank 
Division. 


perity, why should that not be preached 
and practised? If cancellation of the 
war debts due the United States will 
help, why should not the proposal be 
faced with honesty and courage? That 
seems to have been the attitude of the 
Savings Bank Division in this year of 
depression the third. 

The president of the division, Jay 
Morrison, vice-president, Washington 
Mutual Savings Bank, Seattle, Wash., 
has no doubts as to the cause and cure 
of the depression. It is debt. “If there 
were no debts,” he said in his presi 
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WE INVITE THE ACCOUNTS OF FOREIGN BANKS AND BANKERS 


dential address, “it is altogether unlikely 
that our depressions would have any- 
thing like the severity with which they 


afflict us. . . . Fundamental in every de- 
pression is the great volume of indebted- 
ness which was incurred during the pre- 
ceding period of so-called prosperity. 
The payment of that indebtedness or the 
attempts to pay it result in hard times. 
.. . We cannot cure a depression by 
treating its symptoms, but only by re- 
moving the cause. The cause is debt; 
the way to pay debts is through saving.” 

Believing thus, he is convinced that 
a reduction in working hours or a spread 
of labor by staggering employment 
would not speed revival. He regards 
such moves as attempts to restrict pro- 
duction. “Saving cannot be effected and 
debts cannot be paid by decreasing pro- 
duction.” Nor does he believe that in- 
flation of the currency would help. “It 
would,” he said, “further injure creditors 
who already hold many uncollectible 
debts.” Moreover, he contended, the 
shock to confidence of savers would do 
far more damage to reconstruction than 


would be gained by any relief afforded to 
borrowers. 

He condemned, as futile, attempts to 
aid industry by loans and by _ public 
works. “Lending of money to insolvent 
enterprises is of no assistance—it simply 
delays the inevitable reduction of their 
indebtedness that comes through re- 
ceiverships. Public works simply take 
from industry the capital which would 
otherwise be available for productive 
business. . The Government can 
help; it can exercise thrift itself. It can 
cut costs and reduce its indebtedness. In 
this way it can ultimately reduce taxes 
and so aid in the return of prosperity. 

“Our shortest path to the return of 
prosperity, however, lies through the 
field of individual saving. The Ameri- 
can people are today saving more than 
they have ever saved in their history. 
Debts are being reduced faster than they 
were ever reduced before. By individ- 
ual hard work, frugal living, and by 
the payment of individual indebtedness, 
we are reconstructing America. Through 
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saving, prosperity will return. Then 


we can start all over again!” 


SOME FACTS ABOUT RAILROAD 
COMPETITION 


In the course of his address, Mr. Mor- 
rison mentioned that “a considerable 
portion of the savings deposits of banks 
is invested in bonds. . . . Fluctuations in 
bond prices are a matter of great con- 
cern to savings bankers. Railway bonds 
have been particularly affected. The 
railroads are suffering from lack of 
earning power.” It was to this problem 
that the next speaker, Harold G. Parker, 
vice-president, Standard Statistics Com- 
pany, New York, N. Y., addressed him- 
self. His topic was “Railroad Bonds— 
Recovery or Default?” 

“There is no type of investment,” he 
began, “about which there has been, and 
still is, quite so much disagreement 
among experienced investors and ana- 
lysts, as railroad bonds. One group be- 
lieves that our railroads are overbur- 
dened with debt and threatened with 
competition which they cannot meet ex- 
cept by the adoption of ruinous rates. 
Those who oppose this view . . . admit 
that the railroads are meeting terrific 
competition from trucks, buses and wa- 
terways. . . . But their faith in railroad 
obligations is based upon a belief that 
these competitive factors are magnified 
beyond their real stature because of the 
subnormal volume of business which is 
being offered to all mediums of trans- 
portation. When the country does an 
increased volume of business the rail- 
roads will demonstrate that they are able 
to get their full share and can easily 
carry their debt burden.” 

For example, “In 1929 the I. C. C. 
estimated that trucks carried 4.2 per 
cent. of our total freight. Perhaps, be- 
cause of reduced volume of all traffic 
and increased competition, trucks are 
now carrying 10 per cent. of the total 
volume. . . . From the long term stand- 
point, however, the trucks, to offer a 
real threat to the railroads, must be 
profitable. It is difficult to see how 
they can compete, as their costs must be 


—. 


from fifteen cents to twenty cents per 
ton mile, as against railroad costs of 
about one cent. At the present 
rates they are giving away their capital. 


“Airplane passenger traffic is thought 
to constitute a serious threat to passen- 
ger business. Passenger miles flown in 
1931 reached 116,000,000. But these 
total passenger miles represent only 5 
per cent. of railroad passenger miles for 
1931 which showed a decline of almost 
20 per cent. from the 1930 bad rec- 
ord. . ‘ 

“Unfortunately there are not avail- 
able as yet sufficient definite data to 
indicate the success or failure of the tre- 
mendous pipe line developments. . . . 
An indication, however, that pipe line 
projects have failed to meet the optimis 
tic expectations of their sponsors is the 
fact that a comparison of recent prices 
with previous highs of about a dozen 
natural gas company securities discloses 
a depreciation upward of 80 per cent. 
Awards for new pipe line projects have 
dwindled to purely nominal proportions. 

“The inland waterways are taking a 
certain amount of traffic away from the 
roads. . . . This is only possible because 
of Government subsidies. Governments, 
henceforth, will be more inclined to 
operate at a profit. Transcontinental rail- 
road traffic is understood to be down 
very sharply. The supposition naturally 
is that this traffic is going through the 
Panama Canal. Nevertheless the 1931 
Panama Canal tolls were reduced more 
than 18 per cent. from 1929. That 
trafic did not increase at the expense 
of the railroads. 

“Technological developments in the 
electrical industry probably account for 
a large part of the decrease in our coal 
trafic. But these have required huge 
capital expenditures. Such projects to 
day are at a standstill for lack of financ- 
ing. Factories which have been 
relocated with an eye toward freight 
saving have largely completed this move- 
ment. ‘ 

“While the various forms of competi: 
tion and handicaps against which the 
railroads are struggling are serious, 
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they are not fundamental. They are the 
sort of thing which all business must 
continually meet. . . . The Standard Sta- 
tistics Company index of revenue freight 
car loadings declined from a peak of 
88.3 in August, 1920, to a low of 69.9 
in March, 1921, a drop of about 21 per 
cent. The current depression has regis- 
tered a drop in this index from its peak 
of 56 per cent. From 1920 to 1921 our 
index of total production declined 34 
per cent., while from May, 1929, to 
June, 1932, the decline is 58 per cent. 
It seems rather clear from these figures 
that our railroad gross is of necessity 
merely following general business 
volume... . 

“While the railroads will continue to 
have many troubles, normal conditions 
will later diminish them to a greater ex- 
tent than the pessimists now believe. . . . 
Of seventy-two Class 1 roads we now 
estimate . . . that sixteen will earn their 
fixed charges in 1932... . If the volume 
of trafic were to pick up only 10 per 
cent., or 5 per cent. of the old normal, 
about twenty-five roads would cover 
If we were fortunate 


their charges. 
enough to get a 25 per cent. increase in 
present volume, or a return to an index 
figure of only about 60, about forty 
roads would be ‘in the black’.” 


SPECIAL STATUS OF RAILROAD BONDS 


Turning then to railroad bonds, Mr. 
Parker continued, “Many things have 
happened to the railroad bondholder 
within the past twelve months. The 
thing which probably made the deepest 
impression on him was the decline of 
the prices of many of his holdings to all- 
time low levels. But if he checks up 
now, he will find that only thirteen 
mortgage issues have defaulted. The 
principal involved was $164,826,000 and 
the temporary loss in annual income $8,- 
111,000. Of these mortgage issues, only 
three involving $78,746,000 principal 
and $5,841,070 annual interest were 
‘legal’ in the leading mutual savings 
bank states.” 

Most of the credit for this record 
he gave to the Reconstruction Finance 
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Corporation and the Interstate Com- 
merce Commission. But others have 
shared. “The President of the United 
States has, on numerous occasions, stated 
that railroad credit must be restored. 
. . . Governor Roosevelt in a campaign 
speech dedicated largely to railroads 
stressed his interest in protecting the 
holders of railroad bonds. Congress 
in a national election year suspended 
partisan politics to put through a legis- 
lative program which included the res- 
toration of railroad credit as a major 
objective. . . . With the exception of cer- 
tain types already possessing a quasi- 
government sponsorship, railroad bonds 
are the only investments which, to our 
knowledge, have ever been given such 
treatment.” 

‘““Moreover,” said Mr. Parker, “we 
think it safe to assume that the Inter- 
state Commerce Commission and the Re- 
construction Finance Corporation will 
rule that a loan may be adequately se- 
cured as required by the act, even when 
the applicant does not offer collateral 
of a market value in excess of the loan. 
We believe that they will give due 
weight to past earnings records as well 
as estimates of the future earnings of 
the applying road. Such a basis seems 
much sounder than a strict collateral 
test.” 

Speaking of the proposed Frisco plan, 
he said that it may establish “a prece- 
dent of vital ‘long term’ importance to 
all bondholders. If carried out even 
with modifications it will assure the 
bondholders of whatever capital position 
the earnings of the road can later justify. 
This is in contrast to the old method of 
writing down the capital of bondholders 
to create an immediate earning power 
and equity for the stockholders, often 
before normal earning power was 
restored. 

“Whether you agree as to the equity 
of the present plan as it deals with the 
various securities or not, you, as savings 
bank men, as long term investors, should 
fight hard to see that this general prin- 
ciple of maintaining capital is established 
and carried on. If you succeed, you will 
have one big accomplishment to credit 
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to the depression, as an offset to some of 

the trials and tribulations which you 

have suffered.” 
SEES RISING BOND MARKET 

As for the future, “investors in bonds 
should also keep in mind that unless past 
experience is of no use as a guide the 
promised gold imports, return of hoarded 
money and, perhaps most important, the 
release for long term investment of the 
vast liquid sums now available, will prob- 
ably create higher bond prices than most 
of us have ever seen, soon after general 
confidence returns. The ride 
back will be just as pleasant as the other 
was disagreeable. Some of the poor issues 
will probably rise with the good just as 
the good bonds followed the bad ones 
down. 

“Your. next big job will be to weed out 
those issues that you do not like, even 
though they may still qualify as savings 
bank investments. And perhaps, oddly 
enough, to decide whether to sell even 
your good bonds when someone bids 


more for them than they can possibly be 
worth except under extremely easy 
money conditions which are bound to 
last only a relatively short period.” 


$20,000 PER HOUR 


The last address of the session was on 
“The Present Status of European Debt 
Payments.” Dr. Tully C. Knoles, presi- 
dent College of the Pacific, Stockton, 
Calif., discussed the question in a judicial 
and disinterested manner. While he had 
no position to defend, it is his opinion 
that “not nearly enough attention has 
heen given to the question of the war 
debts and their effect upon the economic 
life of the world.” 

He began by calling attention to the 
fearful.cost of war. The reports of the 
nations involved in the last one show a 
direct monetary cost of $186,333,637,- 
097. Indirect costs such as value of 
soldiers, sailors and civilians, losses of 
shipping and cargoes, loss of production, 
etc., amounted to $151,612,542,560, 
making a grand total of $337,946,179,- 
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657. This is equal to $20,000 per hour 
since the birth of Christ! 

A part of the money was borrowed by 
European combatants from the United 
States—$7,077,144,750 before the armis- 
tice, and $2,521,121,825 afterward, plus 
war relief and supplies of $739,821,776, 
making a total of $10,338,058,352. These 
debts have since been funded, and their 
present worth (providing they are paid) 
can be determined on the basis of ad- 
justed rates of interest. At 414 per 
cent. cancellation amounts to 23.9 per 
cent. At 5 per cent. (the original rate) 
cancellation amounts to 51.3 per cent. 
Actually, the present worth will vary as 
one is interested in bookkeeping terms 
or in probabilities of payment. 

“Unquestionably,” continued Doctor 
Knoles, “in the European mind inter- 
allied debts are tied in with the possi- 
bilities of the continued payment of Ger- 
man reparations. In America there is 
no appreciation of  inter-relationship. 

America has no direct claim 
for reparations. . No money 
was lent to Europe to be repaid on con- 
ditions having to do with German rep- 
arations. Much of the debt 
was contracted before anyone knew who 
was to win the war. Certainly possible 
reparations payments could have no con- 
nection whatever with the pre-armistice 
loans. However, Europe clearly con- 
nects the two.” 

Political as well as financial necessities 
have brought about the gradual reduc- 
tion of reparations payments, and former 
Chancellor Bruening’s statement that 
Germany could no longer pay repara- 
tions seems to be accepted at face value 
by all at the present time. The problem 
of the debts is thereby made more acute. 
If the debts cannot be paid with money 
received from reparations, they appear 
to European nations an_ intolerable 
burden. 

“Witness the statement of John May- 
nard Keynes. ‘We shall be 
paying the United States each year for 
sixty years a sum equivalent to two- 
thirds the cost of our navy, nearly equal 
to the state expenditure on education, 
more than the total profits of our whole 
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mercantile marine and the whole of our 
mines together. With the sums we could 
endow and splendidly house every month 
for sixty years one university, one hos- 
pital, one institute of research, etc. With 
an equal sacrifice over an equal period 
we could abolish slums and re-house in 
comfort the half of our population which 
is now inadequately sheltered... What 
he does not say is that if Great Britain 
does not pay the amount due, the United 
States must pay it to those from whom 
the United. States borrowed, namely the 
citizens. The chain is straight, 
not round, and if the mcratorium be- 
comes permanent, our Government is 
still under obligations to its borrowers.” 


THE PROSPECT FOR PAYMENTS 


Well, what are the future prospects 
for payments from Europe? European 
countries have sent back most of the 
American securities they held and have 
sold their own obligations in this market. 
“Europe does not have enough gold 
bullion to balance the debt. 


Therefore, Europe can only pay in serv- 


ice or in goods. Neither of these in the 
depression do we desire. Our tariff wall 
is proof of the one and our immigration 
laws are proof of the other. 

“Europe is frankly facing cancellation 
or repudiation. While Amer- 
icans neither publicly nor privately 
favor cancellation, they must face its 
possibility, for there is little hope for 
any appreciable payments until a great 
economic recovery has taken place, and 
that does not seem very probable with 
this great burden hanging over the 
world. 

“So far very little has been said of our 
private loans to various foreign nations 
and enterprises. It is estimated that 
these total probably $18,000,000,000 or 
$20,000,000,000. Serious differences of 
opinion are evident concerning the 
sacredness of these two types of loans. 
Shall nations be forced to pay nations 
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and individuals and corporations lose 
their investments, or shall private en- 
terprise be protected at public ex- 
penser .. 2 . 

“Frankly, it is a debatable question as 
to whether cancellation of debts would 
not cause such an economic recovery in 
the world as to be financially advisable. 
I am not sure on which side of that de- 
bate I should be at the present mo- 
ment. 7 


THE NEW OFFICERS 

At the close of the meeting the fol- 
lowing officers were elected to serve for 
the ensuing year: President, Gilbert L. 
Daane, president Grand Rapids Savings 


_ Bank, Grand Rapids, Mich.; and vice- 


president, Henry S. Kingman, treasurer 
Farmers and Mechanics Savings Bank, 
Minneapolis, Minn. 

The following were elected members 
of the executive committee: A. C. 
Hughes, president Monterey County 
Trust and Savings Bank, Salinas, Calif.; 
T. J. Caldwell, vice-president Union Na- 
tional Bank, Houston, Tex.; Noble R. 
Jones, savings manager First National 
Bank, St. Louis, Mo.; and C. F. Martin, 
treasurer City Savings Bank, Pittsfield, 
Mass. 

GILBERT L. DAANE 


Mr. Daane was born in Grand Rapids, 
Mich., on May 30, 1886, and has been 
there all his life. He was educated in 
the Grand Rapids public schools, at- 
tended Grand Rapids Business Institute, 
and later went to Michigan State Col- 
lege. 

His first job was as stenographer and 
bookkeeper. He entered banking as a 
teller in the Commercial Savings Bank 
of Grand Rapids, moved to the Michi- 
gan Exchange Private Bank of Grand 
Rapids as manager, then to the Grand 
Rapids Savings Bank as vice-president 
and cashier. Eventually he was ad- 
vanced to the presidency. 





State Secretaries’ Section 


Protective Measures as Insurance—A Plan for Internal Improve- 
ment of Banks—Opposition to Check Tax Develops 


come to be the conventional 
practice in meetings of the State 
Secretaries’ Section. Not for years have 
they resembled the other divisions of 
the A. B. A. Always they seek for 
some better way. In the past they have 
tried four-minute speeches, fifteen-min- 
ute speeches, discussion programs—even 
meetings without a set program. Here, 
certainly, is a group of men who have 
no fear of change. 
In spite of which, there is one prac- 


[ Yeon ‘tot from convention has 


Wa ct G. CoAPMAN 
Secretary Wisconsin Bankers Asso- 
ciation, who was elected president of 

the State Secretaries’ Section. 


tice which is common to all meetings of 
the State Secretaries” Section. They do 
not rely on outside speakers. The talks 
(for a four or fifteen-minute speech can- 
not by any stretch of the imagination be 
considered an “address”) or reports or 
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discussions are always by the members 
of the section itself. Perhaps theirs is a 
profession in which it is difficult to get 
competent advice from the outside. The 
work of managing an association, of 
course, is a great deal different from that 


Pau P. Brown 


Secretary North Carolina Bankers As- 
sociation and retiring president of the 
State Secretaries’ Section. 


of managing a bank or a business. In 
its necessity for dealing with many 
groups and factions, sometimes with di- 
vided interests, it resembles political 
activity. And yet it is not political 
activity, and no one would think of 
comparing a state association to a politi 
cal organization. It may be, therefore, 
that the State Secretaries’ Section is wise 
in selecting its speakers from the ranks. 

This year the time was divided be- 
tween brief committee reports and 
round table discussion. The program 
called for reports on the American In’ 
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stitute of Banking, credit bureaus and 
clearing house associations, bank man- 
agement, insurance, protection, legisla- 
tion, public education, secretarial service, 
and secretarial conferences. Not all of 
them were made at the meeting, and 
not even all of those made can be ade- 
quately reported in as brief a report as 
this must be. But a few of the more 
important can be touched on. 


INSURANCE PREMIUMS MOUNTING 


M. A. Graettinger, executive vice- 
president Illinois Bankers Association, 
Chicago, Ill., reported for the committee 
on insurance that “possibly we are ap- 
proaching the time when it [bank insur- 
ance} will no longer be available. In 
fact that time has arrived in some in- 
stances. In the burglary and 


robbery field the losses have already 
reached a point where the premium rates 
no longer produce revenues in certain 
sections of the nation to cover them. 
This in spite of the fact that these rates 
have been raised to almost a prohibitory 


figure. In the fidelity field the same 
thing is true, while depository bonds are 
not being written except for the largest 
metropolitan institutions.” 

The remedy for both the first two is 
at hand. Preventive measures, applied 
individually by banks and in co-opera- 
tion with neighboring institutions will 
reduce the losses due to burglary to a 
practical minimum over a period of 
years. Reasonable precautions in the 
development of accounting systems and 
operating practices, coupled with proper 
controls and audits, would aid greatly in 
reducing fidelity losses by locating ir- 
regularities before they amount to large 
sums. 

“In the matter of depository bonds, 
the problem concerns not only the ques- 
tion of insurance, its cost and avail- 
ability, but also that of public policy. 
Should a bank invite deposits by offer- 
ing a protection or a preference which 
would discriminate in favor of certain 
depositors and not apply to others. 

“This question reached a point of seri- 
ous importance during the past year, 
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when many of our public treasurers 
found themselves unable to get fidelity 
bonds due to the fact that the funds in 
their care were considered more or less 
insecure on account of the many bank 
closings. Sureties on treasurers’ bonds 
demanded protection against loss either 
in the form of a pledge of assets or de- 
pository bonds. Legislatures in many of 
our states were called upon to solve the 
problem. In most instances this was 
taken care of by the simple expedient of 
permitting banks to pledge assets for the 
preference of such depositors. In other 
instances, out of the interest demanded 
for such deposits a portion was set aside 
to create a deposit guaranty fund. 

“In Illinois the general assembly be- 
came interested in this subject through 
the efforts of the county treasurers’ as- 
sociation and the surety companies’ or- 
ganization. These joined in presenting 
a measure which would have permitted 
the pledging of assets. When it was 
brought to the attention of the members 
of the legislature that there was a ques- 
tion of public policy involved, the legis: 
lators almost unanimously decided that 
no preference should be made to deposi- 
tors in Illinois banks; that funds in the 
hands of public treasurers should share 
equally, in the event of a bank failure, 
with those of the individuals in the com- 
munity. They, therefore, provided that 
these treasurers would be relieved of 
personal liability for losses in closed 
banks if the depositories have been 
selected under certain reasonable require- 
ments by the governing boards of the 
various municipal corporations. This 
has worked out very satisfactorily.” 


In closing, the committee recom- 
mended that that matter of consolidat- 
ing it with the Committee on Bank Pro- 
tection be considered, since the activities 
of both are closely akin. Well it might, 
for, with the exception of the matter of 
depository bonds, both worked on the 
same problem this year—bank burglary 
and robbery. 

W. A. Philpott, Jr., secretary Texas 
Bankers Association, Dallas, Texas, pre- 
sented the report on bank protection. 





494 THE BANKERS MAGAZINE 


“No bank can prevent the robber from 
coming,” it said. “None is wholly pre- 
pared for his coming, and there is but 
little the unprepared bank can do to 
withstand the robber when he comes, but 
there is much the bank can do, if it will, 
in advance of his coming.” Here are a 
few of the precautions: 

a. Maintain the lowest practical 
minimum of cash in the bank. To do 
otherwise is to invite attack. 

b. Keep cash, except a limited coun- 
ter supply, under time lock during the 
day. 

c. Make provision for the permanent 
custody of bearer securities with corre- 
spondent bank or other safe depository. 

d. Close during the noon hour. 

e. Have full force on duty at morn- 
ing and mid-day opening of safe and at 
evening closing. 

f. Install the best adapted and most 
effective protective devices within the 
ability of the bank. 

“Safeguards such as_ these ; 
would, if religiously practiced, go far, 
not in the prevention of robbery attacks, 
but in minimizing robbery losses.” 


FOR SAFETY, STRENGTH AND ECONOMY 


But banks need to be protected, also, 
against those other thieves within their 
organization—waste and neglect. The 
Committee on Secretarial Service, 
headed by Haynes McFadden, secretary 
Georgia Bankers Association, Atlanta, 
Ga., had a plan to suggest. Mr. Mc- 
Fadden was not able to attend the con- 
vention, but the report was read by his 
son. It suggested that banks: 

1. Improve their security and im- 
prove their collections by a closer ex- 
amination of their note case. 

2. Get revised statements of assets 
and liabilities from borrowers periodi- 
cally. 

3. Study the cost of doing business 
to improve profits. 

4. Revise their methods of calculat- 
ing interest paid to increase profits. 

5. If any operations or services are 
conducted at a loss, take steps to make 
them profitable. 


6. Use accrual accounting. 

7. Operate under a budget system. 

8. Offset shrinkage in bond values 
by wise selections and exchanges. 

9. Install methods and devices which 
will cut high cost of insurance and 
surety premiums. 


THE ROUND TABLE 


The report of the committees com- 
pleted, President Paul P. Brown, secre- 
tary North Carolina Bankers Associa- 
tion, Raleigh, N. C., turned the meeting 
over to J. W. Brislawn, secretary Wash- 
ington Bankers Association, Seattle, 
Wash., who conducted a round table or 
open forum discussion. The talk ranged 
over such subjects as “The Relation of 
Secretaries to National Legislation,” 
“Installation of State Wide Service 
Charges,” “Association Budgets Under 
Present Conditions,” with most of the 
time devoted to the check tax. 

It developed that there is considerable 
dissatisfaction all over the country with 
the check tax law. Most of the banks 
feel that it needs to be repealed, or at 
least modified. A call for showing of 
hands of secretaries who had talked to 
their senators and representatives about 
the law revealed that seven had already 
done so. Others evinced great interest. 
The matter was referred to the Legisla- 
tive Committee of the section for what- 
ever further action is required. 

The comments of Robert E. Wait, 
secretary Arkansas Bankers Association, 
Little Rock, Ark., on the subject “Asso- 
ciation Budgets Under Present Condi- 
tions” were well summed up in his clos 
ing sentences: “My suggestion as to the 
association that has a surplus is: Dig 
into your surplus for a few years. To 
those associations that have no surplus, 
I will say: God help you!” 


NEXT YEAR’S OFFICERS 


At the close of the meeting the fol’ 
lowing officers were elected to serve for 
the ensuing year: President, Wall G. 
Coapman, secretary Wisconsin Bankers 
Association, Milwaukee, Wis.; first vice- 
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president, J. W. Brislawn, secretary 
Washington Bankers Association, 
Seattle, Wash.; second vice-president, 
Henry S. Johnson,: secretary South 
Carolina Bankers Association, Colum- 
bia, S. C.; and secretary-treasurer, Rob- 
ert E. Wait, secretary Arkansas Bank- 
ers Association, Little Rock, Ark. 

In addition to the above, who are ex- 
oficio members, the following were 
elected to the board of control: Paul P: 
Brown, secretary North Carolina Bank- 
ers Association, Raleigh, N. C.; and 
George A. Starring, executive manager 
South Dakota Bankers Association, 
Huron, S. D. 


WALL G. COAPMAN 


Mr. Coapman was born in Reeseville, 
Wis., in 1885, and educated in the Col- 
umbus, Wisconsin, High School, the 
University of Minnesota, and the Mil- 
waukee Chapter of the American Insti- 
tute of Banking. 

That training finished, he got a job 
with the First National Bank of Racine, 
Wis., later going to the First National 
Bank of Portage, Wis. He first began 
association work in 1916, as assistant 
secretary of the Wisconsin Bankers As- 
sociation. In 1917 he promoted the or- 
ganization of the Wisconsin State 
Chapter of the American Institute of 
Banking, of which he is now secretary: 
In 1924 he was advanced to the post of 
secretary of the Wisconsin Bankers As- 
sociation. Thus, it is fitting that he 
should follow, in the presidency, Paul 
P. Brown, who became secretary of the 


North Carolina Bankers Association in 
1923. 


HOUSE APPOINTED TO A. B. A. 
EXECUTIVE COUNCIL 


J. A. House, president Guardian Trust Com- 
pany, Cleveland, has been appointed one of 
the five members at large of the executive 
council of the American Bankers Association. 
Mr. House is also on the public relations 
committee of the American Bankers Associa- 
tion and a member of the Federal Advisory 
Counc'l, Washington. 


cA book 


that every bank 
credit officer 


should read 


Here is a book which every bank 
credit man should have in his 
library because it contains within 
its 265 pages a complete analysis of 
the commercial paper market from 
the standpoint of seller, buyer and 
broker. 


The Commercial 
Paper Market 


By ROY A. FOULKE 


The author is a specialist in this 
subject, having been connected for 
many years with the bank service 
department of the National Credit 
Office. In this book he tells how 
to buy commercial paper and how 
to judge its worth from the credit 
standpoint. 


Send for your copy on approval 
today 


MATL THIS COUPON 
PBB BAe eee es 


BANKERS PUBLISHING COMPANY 
465 Main Street 

Cambridge, Mass. 

You may send me on five days’ ap- 
proval a copy of “The Commercial 
Paper Market” by Foulke. At the end 
of five days I will either send you my 
check for $2.50 or return the book. 





Converting 


Collections 


Into Cash 


The best collection system is that which con- 
verts time items into RESERVE in the least 
time at the lowest cost. 


We reach all points in the Third Federal 
Reserve District as well as the principal 
cities and towns in the United States direct. 


No loss of time in receiving remittances 
or advices of credit. 


We have private telephone lines to our local 
telegraph office and into New York City. 


No delay in making tolnpommntns 
transfers. 


We operate our Transit and Collection 
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Future Course of the Bond Market 


serves has taken place to an extent 

that the excess has now reached 
the sum of over $400,000,000, and has 
caused the call loan rate at New York 
to decline to 1 per cent., with Treasury 
bills and acceptances being sold at a 
lower rate. This situation, it is ex- 
pected, will before long lead to a more 
active bond market. At present the de- 
mand for bank loans for the usual pur- 
poses is not making any substantial in- 
roads on these excessive reserves, and it 
is naturally concluded that they cannot 
remain indefinitely idle and unproduc- 
tive. But in the case of the bond mar- 
ket as in that of commercial loans, some- 
thing more than an available supply of 
credit is essential to start the wheels in 
motion. 

The bond market is suffering from 
some influences other than those affect- 
ing conditions generally. There have 
been some very unfortunate revelations 
coming to light in recent months, fur- 
ther tending to disturb the confidence 
of investors. These revelations disclose 
losses additional to those caused by the 
depression, and indicate that in some in- 
stances downright fraud and dishonesty 
have been practiced. Fortunately, these 
disclosures, while involving large sums, 
are numerically insignificant, and they 
leave the great body of investment se- 
curities free from the taint of dishon- 
esty. But their influence on the mind 
of cautious investors will have consider- 
able weight in delaying the return of 
confidence. 

Even where this disturbing element 
is lacking, as in the case of the railways, 
the future is by no means clear. Unless 
the commission now investigating the 
railways shall devise some plan for their 


Pisses up of member bank re- 


financial improvement, which will be ac- 
ceptable to all interests concerned, the 
future value of railway bonds will be 
uncertain. 

So with states and municipalities. 
Until many of them now laboring under 
heavy deficits, their credit will not be 
much improved until their willingness 
and ability to balance their budgets shall 
have been demonstrated. 

Of course, should conditions generally 
continue to improve, both classes of 
securities mentioned above will share in 
the improvement. 

Leaving the future for the present, it 
is evident that the rise in bond prices 
that took place in the summer has not 
been sustained, and there is consider- 
able authoritative opinion to the effect 
that the bond market will remain quiet 
during the early winter. 

With short-term money rates so low, 
with large excess bank reserves, and 
with the market for other than Govern- 
ment long-term securities so restricted, 
it would seem to be a favorable oppor- 
tunity for the Government to convert 
a substantial part or all of its huge 
floating debt into long-term bonds. 
Should such a course be decided on, it 
would absorb a large part of the excess 
bank reserves, and might temporarily 
make the market for other bonds nar- 
rower; but, in the long run, the effect 
might be to encourage more general in- 
vesting, for once the investor has dis- 
played his confidence in putting his 
money out in United States bonds, he 
may gradually reach the conclusion that 
if the Government is safe, the major in- 
dustries of the country are also deserv- 
ing of confidence. 

Whatever may be the future course 
of the bond market in general, tax-ex- 
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empt securities still continue in favor. 
In a recent list offered by C. F. Childs 
& Co., containing fifty-one securities of 
this type—state and municipals—nearly 
all were being offered to yield less than 
the issuing rate. 

Reference has been made to the pos- 
sible conversion of the floating debt of 
the United States into long-term bonds. 
While no doubt conditions are favorable 
to such policy, and the success of the 
British and French conversion plans in- 
dicates that we should repeat their ex- 
perience, it must be borne in mind that 
our problem is different from theirs. 
They were converting obligations bear- 
ing a higher rate of interest into others 
at a lower rate, while our floating debt, 
if converted into long-term bonds, 
would necessarily be at a higher rate. 
The gain would come from relieving the 
Treasury of the probability of having 
to pay a considerably higher rate than 
now rules on its temporary borrowing 
once business should sharply revive and 
the demands for industrial and commer- 
cial credit greatly increase. 

The real basis for faith in the ulti- 
mate recovery of the bond market is to 
be found in the stability of our political 
institutions and in the recuperative 
power of our productive industries. 
Subjected to unprecedented strain, these 
have shown remarkable powers of resist- 
ance. That the shock of the great de- 
pression will be survived and industry 
and trade again become prosperous is a 
hope warranted by all our past experi- 
ence. 

Recovery once attained will be made 
more permanent by greater care in the 
issuing, selling and buying of securities. 
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BOND INVESTMENTS OF BANKS 


EPRECIATION in the value of 
D their bond investments has been 

a source of much worry to the 
banks. How this might possibly be 
avoided was thus pointed out in a re 
cent radio address by Dean John T. 
Madden of the New York University 
School of Commerce Accounts and 
Finance: 

“A large bank is in a position to 
maintain a trained staff of security ana- 
lysts and to scrutinize carefully the 
bonds which it acquires for its own ac- 
count. Smaller banks have no such 
facilities and hence stand in greater 
need of supervision and assistance in 
making their investments. 

“T am aware that no legislation can 
be passed which would impose restric 
tions on one set of banks without im- 
posing the same restrictions on an 
other set. I therefore suggest that the 
Comptroller of the Currency be author: 
ized to establish facilities for analyzing 
bonds and to advise smaller institutions 
through the bank examiners as to the 
bonds which they should not hold.” 


THE RECENT IMPROVEMENT IN 
THE BOND MARKET 


HE market for high grade bonds 
continued strong during Septem 
ber, says the October letter of the 
National City Bank, New York, al 
though many of the more speculative 
issues, which had advanced rapidly dur 
ing the two preceding months, reacted 
somewhat in sympathy with the stock 
market. Prime corporation, government 
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and municipal bonds held steady, re- 
flecting the prevailing low level of in- 
terest rates and the increase in excess 
reserves of the commercial banks result- 
ing from gold imports and the return of 
hoarded currency. The passing of panic 
conditions which gripped the bond mar- 
ket in the early summer and their re- 
placement with confidence and a trend 
toward normal conditions are develop- 
ments whose importance can hardly be 
overestimated. 

An improvement is reported in the 
demand for bonds on the part of sav- 
ings banks and insurance companies, 
which normally are very large purchas- 
ers of securities for investment. Deposits 
of a group of thirty savings banks in 
the second district, compiled by the 
Federal Reserve Bank of New York, 
have shown an upward trend for the 
past three months, following losses in 
May and June. In the case of the life 
insurance companies a decrease in the 
applications for policy loans has been 
noted in recent months, and figures re- 
ported to the New, York Evening Post 
by twenty-nine large life insurance com- 
panies showed for the week ended Sep- 
tember 21 the largest purchases of in- 
vestment securities and mortgages since 
February. 

New offerings made last month 
totaled approximately $103,000,000, the 
largest of which was $60,000,000 in 
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one-year 4 per cent. gold notes, callable 
after nine months, of the Dominion of 
Canada at 100 and interest. The issue 
represents the first financing by the 
Canadian government in the New York 
market this year and will be used in 
part to meet a 4 per cent. issue of $40,- 
000,000 maturing December 1. There 
was a considerable number of other new 
offerings but most of the issues were 
for relatively small amounts of mu- 
nicipals. The City of Boston sold $5,- 
363,000 in serial 44%s which were re- 
offered to the public on an_ interest 
basis to yield 2.25 to 4.10 per cent. 
Demand for industrial financing is na- 
turally light, because the working capi- 
tal of representative industrial com- 
panies is more than ample to handle 
the current volume of business, while 
the borrowings by municipalities are 
materially below normal due to the 
widespread movement for economy in 
public expenditures. 


THE BRITISH INTEREST RATE 
AND PROSPERITY 


{From The Economist, London] 
Fis: this year Mr. Keynes, who 


has for some time past held the 

view that the long-term: rate of 
interest was inevitably tending to fall, 
expressed the opinion that there was no 
reason why the yield of British gov- 
ernment long-term securities should not 
fall to a 314 per cent. basis within the 
year. Though we were in general agree- 
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ment with Mr. Keynes about the long- 
term trend, the pages of the Economist 
will show that we. were less bold than 
he; as late as the beginning of May we 
shared the conviction of most commen- 
tators that at all events a large pro- 
portion of the 5 per cent. War Loan 
would have to be converted to a 4 per 
cent. basis. We are only too glad that 
Mr. Keynes has proved the truer 
prophet. In the circumstances a very 
special interest attaches to his article in 
the current number of the Economic 
Journal in which, speaking of the yield 
on government securities, he says that 
“there is now no reason why they 
should not fall gradually to a much 
lower basis than this (31/, per cent.), 
and every reason in the world why we 
should wish them to do so.” But, if 
this is to happen, it will, in his opinion, 
require the combination of deliberate 
purpose with the organized co-opera- 
tion of the principal factors involved. 

The possibilities in this direction are 
not, at the moment, our main concern, 
and in this connection we would only 
remark in passing that, in order to meet 
the generally recognized need of provid- 
ing a market with securities of varying 
types and maturities, Mr. Keynes is a 
little concerned at the colossal amount 
which is due to be exchanged into the 
new long-term 31/4 per cent. stock, and 
is of opinion that shorter dated bonds 
at a lower rate of interest than 31/4 per 
cent. should be offered fairly soon to 
holders both of “assented” as well as 
“dissented” War Loan. There is much 
to be said for this particular suggestion 
as part of the policy of exploiting the 
present situation to the full. 

But the very remarkable change that 
has so quickly taken place suggests some 
reflections on more general questions, 
such as whether the present trend may 
be relied upon to continue, and what 
its economic effects are likely to be. As 
to the first question, it is clear that we 
cannot assume that the occurrence of 
this remarkable phenomenon means that 
it has come to stay. It is equally true 
of long-term as of short-term rates that 
a fall may come about as a result of 
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conditions of distress and dislocation. 
If there are no new borrowers in the 
market whose prospects enable them to 
offer reasonable security—if, for ex- 
ample, as is largely the case today, very 
few governments or public authorities 
in the world have sufficient credit to 
tempt the investor, while the future 
economic situation is still so uncertain 
that no industrial or territorial develop- 
ment could safely be undertaken—a 
very small margin of savings seeking a 
permanent home will drive down the 
rate of interest while these conditions 
last. Indeed, this clearly represents the 
present phase of events. Savings are cer- 
tainly small; for though in present cir- 
cumstances it is more than usually difh- 
cult to get any accurate idea of the 
amount that is now being saved in any 
country, there can be little doubt that 
during the last two years net savings 
out of income—represented by the sur- 
plus of national income over consump- 
tion—must have fallen immensely below 
normal, and in some cases may even 
have become negative. 

The ease of money and idle deposits 
do not disprove this; for a great in 
crease in funds in every country accu- 
mulating at the banks or lying idle and 
apparently available for investment at 
times like these represents to a large 
extent the squeezing out of circulating 
capital from productive processes owing 
to the shrinkage of economic activity. 
It is at the moment a common phenom. 
enon in enterprise of all kinds to find 
the cash position extremely strong and 
liquid owing to the reduction in the 
magnitude of the funds required to 
finance work in progress or raw material 
now being handled at much _ lower 
prices. Such conditions are the common 
phenomena of a period of depression. 
But though savings are now small, they 
will rapidly recover with a rise of 
prices—indeed they are probably re 
viving already—and we see no reason 
to suppose that the demand for new 
capital will rapidly overtake them. 
Hence, in our view, though prophecies 
of interest rates even a year ahead are 
speculative, we find ourselves in agree’ 








Investment Service 


Chase Harris Forbes Corporation has a back- 
ground of over half a century in the invest- 
ment banking field. 


From the standpoints of experience, judgment 
and facilities for expert investigation, the 
organization is well equipped to serve both 
institutional and individual investors. 


Chase Harris Forbes 


Corporation 


The Chase National Bank Building 
60 Cedar Street New York 


Chase Harris Forbes, Ltd. Chase Harris Forbes Corporation 


era~™ eae YS CSS Se ~«* 


London 


Chase Harris Forbes & Cie. 
’ Paris 


ment with Mr. Keynes’ expectations of 
very “cheap” money for some little time 
to come. 

Looking farther ahead, we get deeper 
into the realm of speculation; but there 
are substantial grounds for thinking that 
we need not expect over a period of 
years to see an upward trend in the 
rate of interest. It is arguable, for ex- 
ample, that the rate of capital equip- 
ment in the world will slow down in 
the next decade. There are enormous 
quantities of industrial plant in many 
countries of the world some of which 
are definitely over-equipped, while that 
other great form of capital investment 
which consists in the opening up of 
new countries has nothing like the same 
scope as in the nineteenth century. 
Whether, taking a very long view, this 
is a true diagnosis is more doubtful. 
The area of the world available for de- 
velopment, it is true, is limited; but the 
scope for capital equipment in back- 
war countries is stupendous and even 
in developed countries new forms in 
which wealth may be permanently em- 
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bodied are almost infinite. The argu- 
ment, however, may quite reasonably 
be admitted in respect of the next dec- 
ade. In any case, it is probable that 
the price of those categories of goods on 
which capital is mainly expended is 
likely to fall relatively to goods for con- 
sumption, particularly, for example, 
foodstuffs, and that, therefore, capital 
needs will be met comparatively cheaply. 
On the other hand, there is no ground 
for doubting that the proportion of the 
national income that is saved in differ- 
ent countries will recover to something 
like the ratio which has existed hitherto 
in normal times. While, therefore, the 
long-term rate of interest may be sub- 
ject to changes from time to time, as 
psychological or market conditions 
stimulate the rate of investment, we are 
disposed to take the view that the un- 
derlying tendencies will permit a low 
rate of interest for some time to come. 

If this view, which we propounded a 
considerable time ago in a series of 
articles, is correct, it has important eco- 
nomic consequences. The ways in which 
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a low levek of the long-term rate influ- 
ences economic life are many. The fact 
that it is not possible to any substantial 
extent to modify the rates on existing 
capital—-except by arbitrary action, 
which may have harmful effects on con- 
fidence and on the free movement of 
capital—means that it takes a very long 
time before a low level influences the 
social structure by affecting the distribu- 
tion of the national income. It is for- 
tunate for the nation that a large part 
of the national debt has been contracted 
on terms which give the government 
the right to convert. But this right is 
not general. We have no such right, 
for example, for a long time to come in 
respect of the great amount of capital 
which has been invested during the past 
decade in rehousing the nation. If we 
had been able to borrow for this pur- 
pose at 31/, per cent. instead of 6 per 
cent., or were now in a position to con- 
vert to such a basis, the national, mu- 
nicipal or private debts incurred in this 
great effort, the problem of how to let 
decent houses at an economic rent 
would not exist. The importance of 
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this consideration is illustrated from the 
opposite point of view by the case of 
the British railways. These great or- 
ganizations are patently in a difficult 
enough situation; but their finances 
would long ago have become impossible 
if their immense fixed charges had been 
contracted at 51/4 or 6 per cent. instead 
of at 3 or 4 per cent., at which price 
they were able to raise the funds for a 
great part of their construction. 

But though the fall in the interest 
rate only affects the past to a very small 
extent, it holds out the possibility in the 
future of greater elasticity than the con- 
ditions through which we have been 
passing in the last decade, while it 
affords a hope of starting in the immedi 
ate future.a normal movement of capi 
tal. This brings us to practical con 
siderations of present policy. Many 
enterprises which were hitherto specula’ 
tive and whose profitability was doubt: 
ful can, on a low-interest basis, be 
classed as definitely remunerative; and it 
cannot be too clearly emphasized that, 
whether we are thinking of public or 
private capital expenditure, it is to the 
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public advantage that at this stage in- 


vestment should recommence as quickly 
as possible and over a broad field. We 
are not alarmed at the fear that inves- 
tors will be led astray by wild-cat 
schemes. The lessons of the crisis are 
far too recent and too painful for that. 
On the contrary, the danger is that we 
shall suffer for a long time to come 
from an excess of caution. The one 
definite step that can be taken to help 
matters along is to lift the embargo on 
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new issues in the London market as 
quickly as possible. The magnitude of 
our conversion operation undoubtedly 
required very exceptional measures to 
ensure success, but if this great accom- 
plishment is to be exploited to the full, 
it is important to avoid the impression 
that the advantages of low-interest rates 
are limited to a particular kind of se- 
curity. We hope, therefore, that at the 
end of December our capital issues rec- 
ord will tell a very different story. 





Observations of an Outsider 


A number of years ago we published as a monthly feature of THE BANKERS 


MaGazZINE a special section edited by an “outsider.” 


We have persuaded “Out- 


sider” to resume his observations on banking as we feel that they will prove both 
interesting and helpful to our readers as being expressive of the layman's point of 


view towards his bank. 


“Outsider” comes in contact with a great many banks 


and bankers but is himself a non-banker and represents the viewpoint of the 
average business man.—Editor. 


fuse a man a loan with which to 

build a house on the ground that the 
real estate market was “rotten.” Just 
then he got a telephone call from a real 
estate broker who was. handling some 
foreclosed property for the bank and the 
banker told the broker to “sell the stuff 
for anything he could get.” That's what 
I call making a “rotten” market worse! 

x oe * 


I HEARD a banker, the other day, re- 


Looks to me as though these Tax 
Clubs that many of the banks are form- 
ing, along the lines of the Christmas 
Savings Clubs, were mighty good things. 
Anything that brings the banker more 
closely into the picture of his depositor’s 


life and problems is a good thing for the 
depositor and for the banker. 
ee = 


While I was waiting for a friend in a 
bank the other day a young business man 
came in and asked one of the junior 
officers if he would explain to him the 
use and advantages of the Trade Ac- 
ceptance. All I caught was a sort of 
startled look on the face of the young 
banker, for just then I had to leave. 
Wish I might have stayed. 


i 
In easier and happier times it was 


quite a general practice for the banks to 
let it be known that the officers were 


glad to have customers come in and talk 
over their personal financial problems. 
It was a marvelous builder of good will. 
Seems to me I haven't seen so much of 
it lately. Too bad! 

* * * 


Some wit has called the new twenty- 
five cent pieces the Washington head- 
quarters! 

* > « 

I know a “country banker” who, all 
through the depression, while most banks 
were shivering with the fear of “runs,” 
made more loans than in the preceding 
good period, and his deposits increased 
amazingly at the same time. Evidently 
the report that the Blank Bank was 
loaning freely was as potent an argu- 
ment for the public to rush its money 
into that bank as the other sort of re- 
ports were to cause withdrawals and 
runs. Mob psychology can work good 
as well as evil. 

a. 

As near as I can make out, about 98 
per cent. of you bankers did a magnifi- 
cent job all through this depression, but 
you're all suffering for the sins of the 
other 2 per cent. who were not exactly 
popular with the public. 

* * * 


Isn’t it time you fellows used a little 
more publicity to tell us that you'd like 
to see us again?—us outsiders, I mean. 





Banking and Commercial Law 


A Monthly Review of Important Decisions of Current Interest 
Handed Down by State and Federal Courts 


By JoHN Epson Brapy 
Of the New York Bar 


POWER TO BORROW FROM RE- 
CONSTRUCTION FINANCE 
CORPORATION 


Blades v. Hood, Commissioner of Banks 
ex rel. Savings Bank & Trust Co. 
of Elizabeth City, Supreme 
Court of North Carolina, 

164 S. E. Rep. 828 


North Carolina, in charge of an 

insolvent bank, has the power 
when authorized by the proper court, to 
borrow money on behalf of the bank 
from the Reconstruction Finance Cor- 
poration and to pledge the bank’s assets 
for the payment of the loan. 

In this case the plaintiff was a stock- 
holder in the Savings Bank & Trust Co. 
of Elizabeth City, N. C., which closed 
its doors and went into liquidation on 
December 19, 1930. The plaintiff al- 
leged that he owned 15 shares of the 
capital stock of the bank “each of the 
par value of $1500,” and that after the 
affairs of the bank were taken charge 
of by the commissioner of banks, the 
latter announced his intention of bor- 
rowing $350,000 from the Reconstruc- 
tion Finance Corporation and to pledge 
all or a large part of the assets of the 
bank as security for the loan. He also 
alleged that there was no authority in 
law for the commissioner’s act in secur- 
ing this loan and he sought, in this 
proceeding, to enjoin the commissioner 
from carrying out his plan. 


Tx Commissioner of Banks of 


OPINION OF THE COURT IN PART 


ADAMS, J.—On January 22, 1932, the 
Congress of the United States approved “An 
act to provide emergency financing facilities 
for financial institutions, to aid in financing 
agriculture. commerce, and industry, and for 


other purposes.” Act Jan. 22, 1932, c. 8 
(15 USCA §§ 601-617). The act created a 
body corporate under the name of “Recon- 
struction Finance Corporation,” upon which 
it conferred power to make loans to banks, 
including loans secured by the assets of any 
bank that is closed or in process of liquida- 
tion, and to aid in such liquidation upon ap- 
plication of the receiver or liquidating agent. 
All loans must be adequately secured, and 
the corporation may take over or provide for 
the administration and liquidation of any col- 
lateral accepted by it as security for loans. 

The right of the corporation to lend money 
to those who are in charge of a closed bank 
is not in controversy; the contested point is 
whether the defendants have the legal right 
to borrow money from the corporation and 
to secure payment by pledging the assets of 
the bank. ; 

Under our laws, the commissioner of banks 
exercises functions formerly exercised by a 
receiver appointed by a court of equity. In 
a case recently decided, his predecessor, the 
Corporation Commission, was held to be a 
statutory receiver. In re La Fayette Bank @& 
Trust Co., 198 N. C. 783, 153 S. E. 452. 
We do not conceive it to have been the in- 
tention of the Legislature to take from courts 
of equity their inherent power to permit the 
commissioner of banks to exercise the func- 
tions of a chancery receiver in matters which 
are not inconsistent with his statutory duties. 
The present is a case calling for the exercise 
of equitable jurisdiction. An emergency has 
arisen which was not foreseen or in the con- 
templation of the General Assembly when 
our banking laws were revised. The emer- 
gency has its origin in an effort of the Fed- 
eral Congress to aid closed banks in a time 
of financial stringency; and we are unable to 
perceive any adequate reason for denying the 
defendants an opportunity to apply to the 
proper court for the proffered relief. The 
right to borrow money and to pledge the 
assets is not absolute; it must be determined 
by a court of equity in its administration of 
justice among those who have a pecuniary 
interest in the affairs of the bank. The court 
may inquire into all the facts, including those 
relating to the condition of the bank and the 
terms imposed by the corporation for the pro- 
posed loan, retaining the control and super- 
vision of the commissioner with respect to all 
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matters involved in the loan as in like man- 
ner with any other chancery receiver. The 
whole matter may be inquired of in the pend- 
ing action and upon such amendments to the 
pleadings, if any, as may be necessary or ex- 
pedient. 


BANK AS HOLDER IN DUE 
COURSE OF TRADE 
ACCEPTANCE 


Alliston Hill Trust Company v. Saran- 
drea, New York Supreme Court, 
Appellate Division, 258 
N. Y. Supp. 299 


A New York statute (§ 110, Stock 
Corp. L.), provides that no foreign cor- 
poration, doing business in New York 
without proper authority, shall maintain 
any action on any contract made by it 
in the state. The statute applies also to 
“any assignee of such foreign corpora- 
tion and to any person claiming under 
such assignee or such foreign corpora- 
tion.” It was held that the statute did 
not apply so as to prevent a bank, 
which had in good faith discounted a 
trade acceptance for the drawer, a for- 


eign corporation doing business in New 
York without authority, from bringing 
action on the acceptance in the State 


of New York. 


OPINION OF THE COURT 


VAN KIRK, P. J.—Walter S. Schell, Inc., 
a Pennsylvania corporation, herein called the 
Schell Company, drew a bill of exchange, 
which was accepted without condition by the 
defendant. The bill is dated March 2, 1926, 
and is payable October 1, 1926. In this bill 
it is recited that “the obligation of the ac- 
ceptor hereof arises out of the purchase of 
goods from the drawer. The drawee may ac- 
cept this bill payable at any bank, banker, or 
trust company in the United States which he 
may designate.” The acceptor made it pay- 
able at the State Bank, Canastota, N. Y. The 
Schell Company duly indorsed the bill, and it 
was discounted by the plaintiff, which thereby 
hecame the holder in due course. Negotiable 
Instruments Law, $91. Payment was de- 
manded, was refused, and plaintiff brought 
this action. The summons is dated January 
5, 1927, and was served January 12, 1927. 

At the trial the court submitted to the jury 
one question, namely, whether or not the 
Schell Company was doing business in this 
state at the time of the transactions set forth 
in the complaint. The jury’s verdict was no 


—— 


cause of action, thus answering this question 
in the affirmative. The plaintiff regularly 
moved to set aside the verdict, and for such 
other and further relief as to the court may 
seem just. An order was made setting aside 
the verdict and granting a new trial. As did 
the trial judge, we shall assume, without so 
determining, that the evidence presented the 
question of fact submitted to the jury. The 
remaining question is whether or not this 
plaintiff, a moneyed corporation, is prohibited 
from maintaining this action under the 
statute, section 110 of the Stock Corporation 
Law. This statute was enacted by the Laws 
of 1923, chapter 787, and contains the fol- 
lowing: “No foreign stock corporation other 
than a moneyed corporation shall do business 
in this state without having first procured 
from the secretary of state a certificate that 
it has complied with all the requirements of 
law to authorize it to do business in this state. 
a No such foreign corporation doing 
business in this state shall maintain any ac- 
tion in this state upon any contract made by 
it in this state, unless prior to the making of 
such contract it shall have procured such 
certificate. This prohibition shall also apply 
to any assignee of such foreign corporation 
and to any person claiming under such as- 
signee or such foreign corporation or under 
either of them.” The statute remained in 
this form until chapter 425 of the .Laws of 
1927 was passed, which took effect March 
30, 1927. Section 16-g of this chapter 425 
was renumbered by chapter 650 of the Laws 
of 1929, and is now section 218 of the Gen- 
eral Corporation Law. The material change 
from section 110 of the Stock Corporation 
Law is in the last sentence, where, in place 
of the word “assignee,” the words “successors 
in title’ are used. 

Since the bill of exchange in this case was 
payable October 1, 1926, and the action be- 
gun January 5, 1927, and since the Act of 
1927. did not take effect until March. 30, 
section 110 of the Stock Corporation Law 
applies to this case. The trial court held, 
with an opinion in which the facts and many 
authorities are carefully set forth, that, 
whether or not the Schell Company was 
doing business in this state within the mean- 
ing of the statute in question, that fact is 
not available as a defense in this action; also 
that section 96 of the Negotiable Instruments 
Law prevailed. Section 96 reads as follows: 
“A holder in due course holds the instru- 
ment free from any defect of title of prior 
parties and free from defense available to 
prior parties among themselves, and may en’ 
force payment of the instrument for the full 
amount thereof against all parties liable 
thereon.” It is not disputed that plaintiff in 
good faith discounted, at the request of the 
Schell Company. this bill of exchange before 
maturity, and for value without notice of 
previous dishonor or of any infirmity in the 
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instrument or defect in the title of the Schell 
Company, and it was complete and regular 
upon its face at the time it was negotiated. 
Plaintiff was therefore a holder in due course. 
Negotiable Instruments Law, §91. The 
plaintiff was not an assignee of the bill of 
exchange within the ordinary meaning of 
assignee. An assignee of a contract or a 
cause of action takes it subject to any in- 
firmity or defense which existed while in the 
hands of the assignor (5 C. J. 962, § 150); 
not so in the hands of a holder in due course. 
In Knox v. Eden Musee Americain Co., 148 
N. Y. 441, 453, 42 N. E. 988, 991, 31 L. R. 
A. 779, 51 Am. St. Rep. 700, the court said: 
“The rigid rule of the common law which 
prohibited the assignment of choses in action 
was, in England, at an early day, relaxed to 
some extent to conform to the usages of mer- 
chants and the necessities of commerce, and 
at length, by the aid of statutes and judicial 
decisions, bills of exchange and promissory 
notes were completely taken out of its influ- 
ence, and they came to have distinct attri- 
butes and qualities not pertaining to any 
other form of contract. They were not only 
made transferable by delivery and suable in 
the name of the transferee, but, contrary to 
the general rule of the common law, ‘honest 
acquisition’ for value was held to-give to the 
transferee a new and original title, wholly in- 
dependent of that of the prior holder and 
subject to no infirmity which affected the 
paper in his hands. These familiar 
but arbitrary principles applicable to com- 
mercial paper, originating in commercial 
policy, the encouragement of trade, the con- 
venience of having some representative of 
money readily convertible and commanding 
confidence, while they operate in many cases 
with great severity upon the rights of inno- 
cent persons, have contributed greatly to 
stimulate commerce and advance the pros- 
perity of states.” 
We do not think the word “assignee” was, 
or the words “any person claiming under 
such foreign corporation,” were in- 
tended to cover a holder in due course. To 
so hold would much embarrass the business 
operations not only of people who needed to 
discount their commercial paper to meet their 
going needs, but of banks in protecting them- 
selves against losses due to laws of the several 
states similar to this section of the Stock 
Corporation Law. It was not intended that 
a bank, a holder in due course, should be put 
to the hazard of interpreting the laws of a 
state. In the several states which have 
statutes similar to ours there are conflicts in 
decisions and refinements in reasoning which 
would confuse and embarrass one who sought 
information therefrom. National Bank of 
Commerce v. Pick, 13 N. D. 74, 99 N. W. 
63: Williams v. Cheney, 3 Gray (Mass.) 
215: Katz v. Herrick, 12 Idaho, 1, 86 P. 873; 
First National Bank of Massillon v. Cough- 
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ron (Tenn. Ch. App.) 52 S. W. 1112. A 
bank in another state would encounter real 
difficulty if it attempted to understand our 
statutes. Section 96 of the Negotiable In- 
struments Law has not been repealed or 
modified; section 110 does not declare such 
instruments to be void. Mahar v. Harring- 
ton Park Villa Sites, 204 N. Y. 231, 97-N. 
E. 587, 38 L.-R. A. (N. S.) 210. One 
reading section 96 would be justified in un- 
derstanding that it stated the law in this 
state. Sections 110 and 218, supra, are not 
necessarily in conflict. Had the Legislature 
intended by these sections to declare an ex- 
ception to the rule in section 96, it should 
and would have so stated. “It is all impor- 
tant to the commercial world, that courts do 
not go in advance of the Legislature in ren- 
dering negotiable paper void in the hands of 
an innocent indorsee.” Vallett v. Parker, 6 
Wend. 615, 622. 

No decision of the courts of this state, 
thought to be a direct authority, is cited and 
we have found none, although Halsey v. 
Henry Jewett Dramatic Co., 190 N. Y. 231, 
234, 83 N. E. 25, 26, 123 Am. St. Rep. 546, - 
is so similar that it indicates what would be 
the view of the court were this identical case 
before it. In that case section 181 of the 
Tax Law was considered; it prohibited a 
foreign corporation from maintaining an 
action in this state without first paying the 
license fee imposed. The plaintiff in that 
case was the assignee of a New Jersey cor 
poration authorized to do business in this 
state, and brought the action to recover a 
balance upon a contract made with the de- 
fendant. The court concluded: “We think 
that the assignee has no greater rights than 
the corporation itself, and that the defense 
available against the corporation under the 
statute would also be good as against the as- 
signee, except as to negotiable paper taken 
in good faith from the corporation before 
maturity.” See Manufacturers’ Commercial, 
Co. v. Blitz, 131 App. Div. 17; 20, 115 N. 
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Y. S. 402; Lauter v. Jarvis‘Conklin Mortgage 
Trust Co. (C. C. A.) 85 F. 894, 895. 

We approve the order appealed from, ex- 
cept that we find no ground on which to 
grant a new trial. 

The order setting aside the verdict should 
be affirmed, and judgment directed for plain- 
tiff for the sum of $72, with interest from 
the 2d day of March, 1926, and costs. 

Order so far as it sets aside the verdict 
affirmed, with costs; and the appellant having 
stipulated in case the order setting aside the 
verdict is affirmed, that final determination 
might be made by this court, without a new 
trial, judgment is directed for plaintiff for 
the sum of $72, with interest from March 2, 
1926, with costs. All concur. 


BANK ENTITLED TO BONDS 
RECEIVED FROM THIEF 
AS COLLATERAL 


Merchants’ National Bank v. Detroit 
Trust Co., Supreme Court of 
Michigan, 242 N. W. 

Rep. 739 


A bank which loans money in good 
faith on the security of negotiable bonds 
will be allowed to hold the bonds as 
against the real owner. This is even 
though the owner sent notices of the 
theft to all banks in the vicinity, includ- 
ing the bank which loaned the money, 
where it appears that the notice, while 
received by the bank’s mail clerk, did 
not come to the attention of the officers 
of the bank who had charge of the mak- 
ing of the loan. 

In this case it appeared that a number 
of negotiable railroad and public utility 
bonds were stolen from the plaintiff 
bank. All of the bonds subsequently 
came to the possession of the defendant 
bank as collateral to a loan made by the 
officers of the defendant to one of the 
bandits. 

The plaintiff brought this action in 
replevin to recover possession of the 
bonds. Since the bonds were negotiable 
the plaintiff's right to recover depended 
upon whether the defendant could show 
that it received the bonds as a holder in 
due course. If the defendant could do 
this it would establish its right to hold 
the bonds as against the plaintiff. 

The plaintiff showed that, within ten 
days after the theft of the bonds, it sent 
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written notices describing the bonds to 
all important banks in the Middle West, 
including the defendant. Proof of mail- 
ing a notice raises a presumption that it 
was delivered in regular course. The 
defendant showed that mail addressed to 
it, but not any particular officer or em- 
ploye, was opened by one of the mail 
clerks and sent along to the person in 
charge of the business to which it re 
lated. But the officers of the defendant, 
who had charge of the loan in which the 
stolen bonds were received, testified that 
they had never seen the notice. 

The cou. stated the law to be that, 
even if a notice of the kind here sent is 
received by a bank, the bank will be a 
holder in due course if the officers were 
ignorant of the notice at the time of the 
transaction and acted in good faith. It 
appeared that the officers of the defend- 
ant in this case did act in good faith and 
the bank, having acquired the bonds be- 
fore maturity and for value, was entitled 
to hold the bonds as security for the 
money loaned. 

The following is quoted from the 
court’s opinion: 


OPINION OF THE COURT IN PART 


Was defendant a holder in due course? 

Section 9301, C. L. 1929, defines a holder 
in due course as one who has taken the in- 
strument under certain conditions, one of 
which is: “Fourth, That at the time it was 
negotiated to him he had no notice of any 
infirmity in the instrument or defect in the 
title of the person negotiating it.” 

Section 9305 provides: “To constitute no- 
tice of an infirmity in the instrument, or de- 
fect in the title of the person negotiating the 
same, the person to whom it is negotiated 
must have had actual knowledge of the in- 
firmity or defect, or knowledge of such facts 
that his action in taking the instrument 
amounted to bad faith.” 

In this case, the plaintiff having shown 
that the bonds were stolen, the burden was 
then upon the defendant to prove that it was 
a holder in due course. 

It is claimed by the plaintiff that within ten 
days after the theft of the bonds it mailed 
written notices containing a description of 
them to all of the principal banks and trust 
companies of the Middle West including the 
defendant company. The defendant denies 
having received such a notice. Proof of the 
mailing of the notice raises a presumption 
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that it was received, but it is a rebuttable pre- 
sumption. All of the officers of the defend- 
ant company having to do with the loan in 
question testified that they did not see the 
notice and had no knowledge of it or of any 
circumstance tending to show a defect in the 
title of the bonds. According to the defend- 
ant’s custom, mail addressed to the Detroit 
Trust Company and not to any particular 
person or department was opened by one of 
the mail clerks and sent to the person in 
charge of the business to which it related. 
Following this custom, the plaintiff's notice, 
if received at the mailing department, would 
be sent to Mr. Butler, vice-president in charge 
of the financial department, then to Mr. 
Miller, assistant treasurer, and finally to Mrs. 
Irving, collateral loan teller." All of these 
oficers had a part in the loan for which the 
bonds were accepted as collateral. We have 
no reason to doubt their testimony that they 
did not see or receive the notice. But, as 
suming that it was received, that they saw it 
and forgot about it or carelessly mislaid it so 
that it was not in their minds at the time 
they acquired the bonds, or assuming that it 
was received but through the carelessness of 
the mailing clerk it was not brought to the 
attention of the officers, how would these 
facts affect the company’s title as holder in 
due course? 

In Toledo, Saginaw & Muskegon Railway 
Company v. Peters, 177 Mich. 76, 143 N. 
W. 18, 24, this court adopted the following 
rule stated in section 200, Jones on Corpo- 
rate Bonds and Mortgages (3d Ed.): “A 
purchaser of negotiable bonds before due, for 
a valuable consideration, in good faith and 
without actual knowledge or notice of any 
defect of title, holds them by a title valid as 
against every other person. Even gross negli- 
gence at the time of purchase does not alone 
defeat the purchaser’s title. A purchaser 
may have had. a suspicion of a defect of title, 
or knowledge of circumstances which would 
excite such suspicion in the mind of a prw’ 
dent man; or he may have disregarded no- 
tices of stolen bonds; and yet, if he had pur- 
chased for value in good faith, his title can- 
not be impeached. Such suspicion, or ground 
of suspicion, or of knowledge on his part, 
may be evidence of bad faith; but before his 
title can be impeached his bad faith must be 
established. It must be shown that he did 
not purchase honestly.” 

In the instant case, if the defendant did 
not acquire the bonds honestly, it was be- 
cause it had notice that they were stolen. 
The plaintiff claims it had actual notice. We 
think there was no evidence to overcome the 
presumption that the notice mailed by the 
plaintiff was delivered to the defendant's 
mailing department; but neither was there 
any evidence in contradiction of the officers 
that they did not see the notice or acquire 
knowledge of its contents. Unless we follow 
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the holding in Northwestern National Bank 
v. Madison & Kedzie State Bank, 242 IIl. 
App. 22, we must find as a fact that, when 
the defendant acquired the bonds, it had no 


notice that they were stolen. In that case, 
which was an action to recover stolen bonds, 
it was shown that notice was received by the 
mailing clerk of the defendant bank. The 
officers of the bank with whom the bonds 
were negotiated denied having received the 
notice. The court said: “The notice having 
been received by the proper agent of the 
bank to receive, open and acknowledge its 
mail in the line of his duties, we think the 
bank is estopped from claiming that it did 
not have actual knowledge of the defect in 
the title to the bonds it’ subsequently re- 
ceived.” 

As far as we have been able to determine, 
this case stands alone. It estops the pur- 
chaser from showing good faith at the time 
the bonds are acquired. It makes notice of 
theft conclusive evidence of mala fides. It 
overlooks the well-established rule _ that, 
though one has received actual notice, if by 
forgetfulness or negligence he does not have 
it in mind when he acquires the bonds, he 
may still be a good-faith purchaser. It has 
been said that the test is one of simple hon- 
esty and good faith. In Lord v. Wilkinson, 
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56 Barb. (N. Y.) 593, the trial court charged 
the jury that “the defendants once having 
had notice, are bound by it, although the 
notice may have ‘been forgotten.” 

In holding the instrument erroneous, the 
court said: “If the rule is well founded, that 
notice once given is good forever—that 
knowledge acquired when notice is given, is 
conclusive evidence of knowledge possessed 
when the notes were bought—then this 
charge is correct. But if the bona fides of 
the defendants must be judged of from 
their acts, purposes and knowledge as they 
existed upon the day of the purchase, then 
the notice served is onkp*prima facie or pre- 
sumptive evidence of mala fides, and may be 
rebutted by proof that the notice was lost, or 
its existence and contents forgotten.” 

And it has been held that one is not re- 
quired to examine such notices or, if ex- 
amined, charge his mind with them or cum- 
ber his files with them. Joyce-Defenses to 
Commercial Paper,} § 394, p. 509; Vermilye 
& Co. v. Adams Express Company, 21 Wall. 
138, 22 L. Ed. 609, and Seybel v. National 
Currency Bank, 54 N. Y. 288, 13 Am. Rep. 
583. 

In Toledo, Saginaw & Muskegon Railway 
Company v. Peters, supra, it was said that 
one may disregard notice of stolen bonds and 
yet be a purchaser in good faith. In saying 
that one may disregard the notice, it was not 
meant that he may willfully close his eyes to 
it. He may not resort to trick or artifice to 
avoid knowledge of its contents, or he may 
not purposely forget it. He must act in good 
faith. Such notice may be evidence of bad 
faith, but it is not conclusive. In the instant 
case, the notice was received by the mailing 
clerk, but the three officers of the trust com- 
pany deny that they received it or were 
made acquainted with its.contents. We know 
of no reason why we should doubt their 
testimony. The record shows that they acted 
in good faith. 

As the bonds in question were acquired 
before maturity, for value, and in good faith, 
the defendant is a holder in due course. 


SALARY TAKEN IN ADVANCE 
NOT COVERED BY 
FIDELITY BOND 


Bank of Commerce & Trust Co. v. 
Union Indemnity Co., Supreme 
Court of Louisiana, 142 
So. Rep. 156 


It is wrongful for a bank cashier to 
draw his salary in advance, placing due 
bills in the till for the amount drawn, 
but the act is not a dishonest one within 
the meaning of a fidelity bond. 

In this case when the bank discovered 
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what the cashier had done, he was di- 
rected to make the amount good and he 
immediately did so. The bank made no 
report of the incident to the insurance 
company. 

About four months after the prepay- 
ment of salary the cashier resigned upon 
request. And, later, it was discovered 
that he had embezzled $12,545 of the 
bank’s funds. The fidelity bond pro- 
tected the bank against loss through any 
“wrongful abstraction” on the part of 
the cashier. It required the bank to re- 
port to the company any shortage when 
discovered. 

The insurance company defended the 
bank’s action to recover its loss on the 
ground that the bond was rendered void 
by the bank’s neglect to give the com- 
pany prompt notice when it found out 
that the cashier was drawing his pay in 
advance. For the reason, as stated, that 
this particular act was not dishonest 
within the meaning of the fidelity bond, 
it was held that the defense could not 
stand. 


OPINION OF THE COURT IN PART 


In January, 1926, Clinton Provost became 
cashier of the Longstreet State Bank, and the 
defendant issued to the bank its fidelity in- 
surance policy for the sum of $10,000 to 
secure it against any loss that it might sustain 
through any fraud, dishonesty, forgery, theft, 
embezzlement, wrongful abstraction, misap- 
plication, misappropriation, or any other dis- 
honest or criminal act or omission on the 
part of said Provost; said policy to expire 
only on written notice by either party, on 
retirement of said Provost from said employ- 
ment, or “upon discovery of loss through 
him.” 

In May, 1928, the Longstreet State Bank 
was taken over by the plaintiff, Provost was 
retained as branch cashier, and the policy 
was continued in force and made payable to 
plaintiff 

On June 9, 1930, defendant issued to 
plaintiff its new “blanket” fidelity policy, for 
$25,000, covering all plaintiff's employes, in- 
cluding said Provost, and the former policy 
was canceled as to all future acts of said 
Provost, but continued in force as to any 
past act of his. 

The policy covered loss “through any dis 
honest act whatever (italics ours)" on the 
part of an employe, and was to expire on 
written notice, or “immediately upon the dis 
covery by the Insured of a default hereunder 
on the part of such employe. (Italics ours.)” 
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It will here be observed that, while the first 
policy covered losses occasioned by any 
wrongful act on the part of said Provost, the 
second covered only such losses as might be 
occasioned by some dishonest act on his part; 
a difference which is material, and was doubt- 
less suggested by the decision of this court 
in Bank of Jeanerette v. Druilhet et al., 149 
La. 505, 89 So. 674, handed down October 
4, 1921, after the date of the first bond and 
before that of the second. 

That difference, however, has no special 
bearing on the loss herein sued upon, which 
was a plain case of embezzlement; but has a 
very pertinent bearing on what constitutes 
“a default” under the second policy, the dis- 
covery of which would terminate said policy. 

On August 21, 1930, Provost was found 
to have taken out of the bank's cash the 
sum of $150, for which he had placed in the 
till his due bill for a like amount. His 
salary was $150 per month. He had been 
paid to August 15th; there would be due him 
$75 on August 31st; the other $75 would 
not be due him until September 15th. Ap- 
parently he had simply drawn his salary for 
one month in advance; and did not attempt 
to hide it. This was wrongful, because not 
authorized, but it was not necessarily dis: 
honest. There is ample evidence in the 
record to that effect, if evidence be needed. 
Nor did Act No. 221 of 1916 make. it so. 
That act made it unlawful but not dishonest; 


under that act any ofhcer or employe who 
borrows money from a bank without previous 
authority from the directors is guilty of a 
misdemeanor, even though he secure the loan 
by ten times its amount in securities of the 


highest standing. He might be punished, but 
yet one would not call him a thief on that 
account, 
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Provost was directed to make the amount 
good, and did so at once. And no one 
thought at the time that Provost had been 
guilty of any dishonest act. 

About December 31, 1930, Provost was 
asked to resign, and did so. After he left 
plaintiff's employ, he was found to have em- 
bezzled $12,545, which he had covered up 
by forged and fictitious and unauthorized 
notes. And demand was made on defendant 
for the amount. 

Defendant declines payment on the ground 
that all said notes are dated subsequent to 
August 21, 1930, and that the policy expired 
at that date because of plaintiff's failure to 
report the $150 cash shortage then discov- 
ered. 

We are of opinion that the defense is 
without merit. The policy of June 9, 1930, 
covered only dishonest acts, and there could 
be no default on that policy except by dis- 
honesty. And, before denouncing an em- 
ploye to his bondsman as dishonest, an em- 
ployer has a right to satisfy himself that the 
employe is in fact dishonest. and need not 
do so on mere suspicion. American Surety 
Co. v. Pauly, 170 U. S. 160, 18 S. Ct. 563, 
42 L. Ed. 987. 

We find it unnecessary to determine 
whether the embezzlement occurred before or 
after August 21, 1930. Defendant would 
be liable in either case, but we think the 
greater part occurred before that date. 

Under the provisions of Act No. 37 of 
1921 (Ex. Sess.), the trial judge properly 
allowed interest at 3 per cent. per month on 
the claim; but he should have allowed it 
from March 28, 1931, instead of only from 
April 30, 1931; plaintiff has asked for an 
amendment accordingly and the amendment 
will be allowed. 





An International Measure of Value 


A Plan to Prevent Losses Due to Currency Depreciation 


By Atex Ho.st 
Manager, The National Bank of the Danish West Indies, St. Thomas, Virgin Islands, U. S. A, 


exemplified in the exchange situation 

in Europe and elsewhere, since Eng- 
land abandoned the gold standard, it 
seems to me that many unfortunate 
things have happened, unnecessarily, 
such as depreciation of mortgage securi- 
ties, life and other insurances, etc., owing 
to currency depreciation, and which may 
happen again at any time, because the 
various national monetary systems rep- 
resent as well the medium of exchange as 
the measure of value; with the result 
that when a currency is depreciated as 
a medium of exchange, owing to certain 
conditions, the measure of value is auto- 
matically though quite needlessly simi- 
larly disarranged. 

In my opinion it would be natura! to 
disrupt this double function of the na- 
tional currencies (which are, fundamen- 
tally, credit currencies) and, while pre- 
serving the national currencies for every- 
day transactions and payments, intro- 
duce, by international agreements, an in- 
ternational measure of value, correspond- 
ing to the international standards of 
measurements (such as the meter), say, 
a gold coin with a specific name, which 
would hereafter become the standard of 
value in international transactions, as 
well as for long-time obligations (mort- 
gages, etc.) even as commercial drafts 
covering shipments of goods might be 
issued in such international currency. 

Standard coins might be coined (as 
samples) according to international 
specifications, but only gold coins should 
be coined, and no token money or paper 
money of any kind, the intention of the 
coin being to be a measure of value and 
not a circulating medium. Such sample 
coins might be kept as legal standards in 
the various countries, but amounts to be 
paid in the international currency in any 
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country might be actually paid in the 
country’s own currency at the rate for 
gold currency, i. e., in case of deprecia- 
tion of the domestic currency, amounts 
expressed in the international currency 
would not be subject to the local de- 
preciation, but would be collected at 
gold rate. 

The introduction of such a system 
would do away with many of the most 
vexatious and far-reaching problems of 
the present situation, and especially with 
the uncertainty of values as expressed in 
existing national currencies where per: 
fectly sound first mortgages may become 
valueless in consequence of the deprecia- 
tion of the domestic currency, though 
the security continues to exist unim- 
paired. 

At the same time, the various national 
currencies would continue to be used 
as the domestic medium of exchange. 

(That such an international system 
might possibly in time be bound up with 
an international bank, acting as a kind of 
international clearing house, is likely; but 
this might be left to its own later de- 
velopment, as the new international cur- 
rency was created to be a measure of 
value.) 

It seems to me that the sane develop’ 
ment of international trade necessitates 
the introduction of a common and un 
chanageable international standard of 
value, to give the needed security and 
stability to international commercial 
transactions and prevent these from be’ 
ing subjected to the dangers of local 
currencies that fall under national politi’ 
cal control and influences. 

¢ is likely that gold might be hus 
banded by means of such an interna: 
tional system, as domestic currencies 
might not necessarily be redeemable in 
gold, which might be saved for use in 
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connection with the international system. 
Also, that international confidence might 
be assisted or restored by the introduc- 
tion of such a system, since accounts 
might be carried in the international 
currency in any country, not subject to 
local currency depreciation. Finally, 
that the introduction of an international 
currency as standard of value would 
make the domestic currency of much less 
international importance (but of great 
local importance) and hence much less 
subject to fluctuations. 

It is reasonable to surmise that the 
world will not in the long run be satis- 
fied with the present national monetary 
systems which are subject to local politi- 
cal control and considerations (and pos- 
sibly correctly so, considered as a medium 
of exchange), but will demand a meas- 
ure of value which will be uninfluenced 
by local considerations (as the length of 
the meter is). 

The international standard of value, 
or measure of value, may, of course, be 
any weight in gold, but might perhaps 
for practical reasons be equal to one 
pound sterling gold. But the coins should 


be international, and have an individual 
name. While, of course, the weight of 
gold was the intrinsic measure, the name 
would be necessary to give it general 
currency, and would be the signification 
under which the measure would be 
known. While under normal conditions 
it would, for instance in England, be 
equal to one pound sterling, conditions 
might arise when it would there corre- 
spond to, say, £1/i10/0 or £2 etc. 

Under such a system, the various 
banks, etc., all over the world would 
hold securities, not issued in sterling, or 
in marks, or in kroners, etc., that would 
be subject to the risks of depreciation 
and fluctuating exchange value of any 
particular currency; but would hold se- 
curities issued in (and measured by) the 
international standard of value, and 
which securities would therefore be 
good as long as the security that sup- 
ported them was good; say, for instance, 
as long as the mortgaged property was 
actually worth the amount of the bond, 
or the debtor was worth the amount 
contracted for. 

To take a concrete example: If an 
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American bank had a credit balance of, 
say, £100,000 in London, this amount 
would in normal times figure in their 
books with a domestic (dollar) value of, 
say, $486,500. When England aban- 
doned the goid standard, this domestic 
value, as expressed in the American 
bank’s books, fell to $350,000, or there- 
about, giving the American bank an ex- 
change loss of, say, $136,500. 

If the amount deposited had been, not 
£100,000, but 100,000 “internationals,” 
then the dollar value in America of the 
foreign outstanding would still have been 


—— 


$486,500, the English bank owing “in- 
ternationals” to the American bank hav- 
ing to take the loss caused by the de- 
preciation of sterling (100,000 “inter- 
nationals” in London being now worth 
not £100,000 as formerly, but, say, 
£130,000 depreciated sterling currency). 

In a similar manner, if the American 
and English banks had had, not mark 
deposits, but deposits in “internationals” 
in Germany, when the German mark 
collapsed, then their balances would have 
been safe, as long as the German banks 
were solvent. 

The danger of legal tender notes 
(which are under political control, and 
which must be accepted in payment of 
debts expressed in the local currency, 
and which may be the case even with 
amounts contracted for in gold coin of 
present weight and fineness, viz., by ac- 
tion of the legislature, in an emergency, 
when it might be declared that such 
notes are to be accepted on a parity with 
the lawful coins of the country) would 
be forestalled by having the contracts 
expressed in the terms of an international 
standard of value. Moreover, political 
maneuvers to devaluate any local cur- 
rency (by decreasing the gold contents, 
or weight of the standard coins of the 
country) would be frustrated by taking 
the measure of value out of the hands of 
the local politicians and making it in- 
ternational in nature. 

There would of course in any country 
be a quotation for “internationals” and 
the strength of the national currency 
might conveniently be measured in any 
country by this rate or quotation. At 
the same time the national currencies 
would be preserved for their natural, 
national and ordinary useful services. 
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been the chief topic of discussion 
and diplomatic negotiations in Eu- 
rope in recent weeks. That anything 


[ieee the che disarmament has 


approaching actual disarmament is con’ 


templated cannot be inferred from these 
discussions and attempted bargainings. 
The discussion has been brought to an 
acute stage, however, by the insistent 
demand of Germany for equality with 
other nations in respect of military 
equipment. German statesmen hold that 
in accepting practical disarmament at 
the close of the war it was understood 
that, in accordance with the Treaty of 
Versailles, the other signatories of that 
document were also to lay down their 
arms. This they have not done, but have 
largely increased their military estab- 
lishments. Now Germany insists that 
they shall do one thing or the other: 
either keep their own pledges to disarm 
or permit Germany to bring her military 
equipment up to their standard. Oppo- 
sition to the granting of this demand 
seems to rest on the belief, not entirely 
unsupported by experience, that an 
armed Germany constitutes a greater 
menace to peace than does the present 
position of that country. France, Italy 
and England seem to hold that their 
armaments are either merely defensive 
or wholly pacific. 

In this view Germany, rather natu- 
rally, does not concur. The cynical can- 
not fail to observe that the nations of 
the world, having solemnly renounced 
war as an instrument of national policy, 
are now preparing for it with greater 
energy than ever. Could the United 
States be induced to pledge support in 
any war against a nation declared by 
the League of Nations to be the ag: 
gressor, agreement on a  “disarma- 
ment” policy among the European 
powers would be easier: But such 


pledge is as yet lacking, although Sec- 
retary Stimson’s recent declaration ad- 
mitting the inevitiability of “consulta- 
tion,” should the Briand-Kellogg pact be 
violated, may lean somewhat in that 
direction. 

Meanwhile, in the face of this diplo- 
matic jockeying, the peace of Europe 
seems in no immediate danger. What 
all nations perhaps fail to realize is the 
extent to which they have interests in 
common, and that the real problem is 
the economic betterments of their peo- 
ples. Armaments should be reduced, for 
they constitute a heavy burden, but of 
even greater urgency is the necessity for 
removing obstructions to international 
trade. These obstructions are multi- 
farious, and few nations, if any, are ex- 
empt from blame in having imposed 
them in one form or another. 

Germany had another election re- 
cently, and though its results. were not 
known at the time this was written, it 
is clear that if the present Chancellor's 
views prevail government hereafter will 
be conducted by the cabinet without 
much regard to the political complexion 
of the Reichstag. Despite political un- 
certainty, the economic situation of Ger- 
many is improving. Unemployment is 
decreasing, and there is a confident feel- 
ing that a considerable revival in in- 
dustry and trade may reasonably be ex- 
pected in the near future. 

The Lytton report, dealing with re- 
lations between Japan and China with 
special reference to Manchuria, excited 
much interest on its publication a few 
weeks since, but lately this concern has 
largely subsided, and the whole matter 
has been relegated to the realm of dis- 
cussion. While the debate proceeds, 
Japan does not recede from her former 
position, although there have lately been 
some quite serious defections from the 
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government established over Manchuria 
and also some loss of territory, tem- 
porarily at least. 

The economic situation of most of 
the European countries shows little 
change in recent weeks. Almost every- 
where there is the same story of 
diminished trade, serious unemployment, 
and difficulty in balancing budgets. 

In the British Isles the situation is 
more cheerful. England and Ireland 
have failed to reconcile their recent dis- 
putes, which is an unfavorable element 
in the situation, but industry is improv 
ing, particularly in cotton-spinning. Very 
soon the effects of the new arrange- 
ments with the dominions will begin to 
manifest themselves. At present some 
difference of opinion exists as to whether 
these arrangements will be beneficial to 
Great Britain cr otherwise. 

Minor wars are going on between a 
few of the South American countries, 
but some of these countries—Argentina 


especially—are displaying a remarkable 
degree of political and economic stability 
under the great pressure to which all 


nations are being subjected. 

Unemployment, which has persisted so 
long in the British Isles, has recently 
given rise to disturbances somewhat 
menacing in character. There was re- 
cently a food riot at Belfast, Northern 
Ircland, which had to be suppressed by 
vigorous police authority. London also 
has witnessed a demonstration of con- 
siderable magnitude by the unemployed, 
and less serious outbreaks have occurred 
elsewhere. The long strain on the un- 
employed, which on the whole has been 
borne with remarkable forbearance and 
fortitude, is beginning to tell. 

The so-called Polish Corridor, and the 
situation in East Prussia, continued to 
endanger German and Polish relations 
and to threaten European peace. _ 

The pound sterling, which latterly has 
been supported by the exchange fund 
of the British Treasury, declined sharply 
soon after mid-October on the temporary 
withdrawal of that support. It is un- 
derstood that the Treasury is, however, 
in possession of sufficient foreign ex- 
change to enable it to give further sup- 
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port should sterling fall below limits not 
considered desirable. 

The gold reserve of the German 
Reichsbank has lately shown a rising 
tendency and the circulation a decline. 

Hopes are still entertained that the 
International Economic Conference, to 
assemble shortly at London, will devise 
measures helpful in restoring world pros- 
perity. An event of importance was the 
notice, given in October, of the denunci- 
ation of the trade treaty between Great 
Britain and Soviet Russia. 


GREAT BRITAIN 


A hopeful outlook for the future is 
taken by the Westminster Bank Review. 
It says: “The recent signs in some quat- 
ters of improving home trade have 
brought in buyers of railway stocks 
which, after being very depressed, show 
much more vitality. It is hoped that 
as trafhics will shortly compare with the 
very poor ones of last year, some im 
provement may be looked for. The out- 
look is distinctly encouraging, and if only 
the harassing restrictions in foreign ex: 
change can be adjusted or made less 
drastic, a steady improvement in general 
trade may result. The prospect for a 
continuance of the brisker conditions on 
the stock exchange seems to be assured 
for some little time ahead.” 


Effects of Departure from the Gold 
Standard 


The Monthly Review of the Midland 
Bank states that before Great Britain left 
the gold standard “grave warnings were 
uttered that if it occurred this country 
would forthwith descend into perdition; 
immediately afterwards it was freely 
predicted that we were at the dawn of 
a new era of abounding prosperity. In 
both respects the prophets were con’ 
founded. The earlier forecast overlooked 
the absence of essential conditions for 
unbridled inflation; the other failed to 
take full account of the disturbances 
and obstacles to trade abroad. At this 
stage, twelve months later, it is instruc’ 
tive to look back over the year, com: 
paring our position then and now, seek- 
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ing indications of the prospects for the 
early future, and attempting to find 
guidance as to the course to be pursued.” 
Taking a survey of the field of industry 
as a whole, and as regarding production, 
it is found “that output is slightly larger 
than a year ago; in this respect experi- 
ence in Great Britain is strongly con- 
trasted with that in other leading in- 
dustrial countries. The curve of coun- 
try and provincial bank clearings, when 
allowance is made for price differences, 
supports other evidence for the conclu- 
sion that the volume of trade as a whole 
is no smaller, and possibly somewhat 
larger, than before we departed from 
gold. Within the general corpus of in- 
dustry and trade there have been di- 
vergent changes in detail—coal, for ex- 
ample, has fallen further into de- 
pression; on the other hand, textiles 
show an improvement, though cotton has 
since come under the cloud of a serious 
labor dispute. Generally speaking, then, 
the position as a whole is no worse than 
a year ago in respect of output. The 
maintenance of the volume of industry 
and trade, however, is accompanied by 
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a decline—happily limited in scope—in 
the volume of employment, the disparity 
between the two tendencies being attrib- 
utable largely to labor economies in 
both production and distribution and the 
curtailment of constructional activities, 
particularly building.” 


Decline in Agricultural Areas 


Barclays Banks Monthly Review 
states that “the agricultural returns of 
England and Wales for 1932, showing 
the position as on 4th June last, indi- 
cate that the total acreage under crops 
and grass had declined by 84,000 acres, 
compared with a year earlier, while there 
was an expansion of 40,000 acres in the 
area devoted to rough grazings. The 
Returns cover all holdings exceeding one 
acre. 


Proposed Imperial Monetary System 


In the opinion of Lionel Robbins, as 
expressed in Lloyds Bank Monthly Re- 
view, an imperial monetary system 
based on sterling is not feasible. He 
gives these reasons for reaching his con- 
clusion: “It is fairly clear, I think, that 
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the proposal for an imperial monetary 
system based on sterling and divorced 
permanently from gold—the Empire 
Bloc—which, at one-time, enjoyed con- 
siderable popularity in this country, has 
suffered a severe set-back; there is no 
mention in the resolutions of such a 
proposal and measures are approved 
which point in the other direction. The 
committee notes ‘with satisfaction’ the 
steps which have been taken by the 
United Kingdom to prevent wide fluc- 
tuations in the gold value of sterling. 
It indicates the desirability of devising, 
in concert with gold standard countries, 
a common policy with regard to prices. 
It recognizes that ‘the ultimate aim of 
monetary policy should be the restora- 
tion of a satisfactory international stand- 
ard.” What this ‘satisfactory interna- 
tional standard’ is to be it does not 


specify, but there can be little question 
that, in the minds of some at least of 
the signatories, this standard is none 
other than gold. 

“The reasons for this attitude are ob- 
vious, though they have not always been 


appreciated. It is by no means clear 
that it would be to the advantage of 
Great Britain permanently to remain off 
the gold standard. Such a detachment 
—even if it were in company with other 
members of the Empire—would almost 
inevitably involve a loss of business as a 
financial centre and an added cost of 
trade due to fluctuating exchanges. But, 
assuming that it was decided that, for 
us, such a policy was desirable, it is still 
very doubtful whether we could carry 
the Empire along with us. The attitude 
of South Africa has been made sufh- 
ciently explicit. A devaluation is, per- 
haps, not yet ruled out. But it is hardly 
to be expected that the source of so 
large a proportion of the world’s gold 
supply should lend support to a per- 
manent demonetization of the metal 
which owes so much of its value to its 
use as money. The Canadian attitude, 
though at present less clearly defined, is 
unlikely ultimately to favor a sterling 
union. It is most improbable that 
Canadians would be willing permanently 
to forego the advantage of a stable ex- 
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change relationship with the United 
States for the lesser advantage of stable 
exchange with the rest of the Empire, 
Nor is it to be expected that the political 
situation in India, where there has al- 
ready been so much complaint at the 
so-called “bondage to sterling,’ should be 
more favorable in the future than it has 
been in the past to measures which in- 
volve special monetary relations with 
this country. 

“Considerations of this sort must al- 
ready have become sufficiently familiar 
to those who are responsible for the con- 
duct of policy. But there is a pro 
founder reason for the probable failure 
of all schemes of this nature. They 
raise, in their acutest form, the problems 
of monetary autonomy. The existence 
of an Empire Bloc, run on ‘managed 
currency’ lines, would not, and could 
not, involve stable prices for all parts 
of the system. In order to preserve 
stable exchange relationships with ster- 
ling it would be necessary for the au 
thorities in other parts of the system to 
be prepared to expand or contract credit 
locally. This would be almost certain 
to break down. It is possible that credit 
expansions to prevent the local exchange 
rate on London from rising might be 
carried through without difficulty. But 
that the inhabitants of the different 
centers would submit to credit contrac 
tions to prevent it falling is most im- 
probable. That this danger is not 
imaginary is shown by Australian his 
tory. Rather than face the credit con 
traction necessary to keep the Australian 
pound on a par with the pound sterling, 
Australia elected to go off the gold 
standard. If this could happen when 
sterling was linked to gold, how much 
more probable is it when sterling is tied 
to no such anchor? Faced with the 
necessity of contracting credit, if parity 
with sterling was to be maintained, the 
citizens of the center in question would 
always tend to argue that it was up to 
the monetary authorities in London to 
inflate to save them the trouble of de- 
flating. In such circumstances, the sys- 
tem would be likely to break up. Thus 
an Empire Bloc would not relieve its 





Christiania Bank og Kreditkasse 


Oslo (Christiania), Norway 


Founded 1848. Telegraphic address: Kreditkassen 


First established 
private bank in 
Norway 


BankInG Business oF Every 
Description TRANSACTED 


Paid up capital 
and reserve funds 
Kr. 40,000,000 


New York Agents: 
The National City Bank of New York, Guaranty Trust Company of New York 
| and Irving Trust Company 


members from the obligation of making 
adjustments similar to those which are 
necessary under a gold system. But it 
would tend to invest such adjustments 
with all the friction of inter-Imperial 
politics. It is probable that an under- 
lying realization of all this informed the 
conversations at Ottawa.” 


GERMANY 


From September 9 to October 15 there 
was a considerable increase in the gold 
reserve of the Reichsbank and a de- 
cline in the note circulation, both tend- 
encies continuing in recent weeks. Since 
the low record established in April, 
1928, the gold reserve has gained to the 
extent of 354,985,000 marks. 

The apparent decline in unemploy- 
ment in the country is ascribed, in part, 
to the introduction of new regulations 
regarding registration of the unemployed, 
and it is considered that the coming 
winter may witness an increase in the 
number out of work to record figures, 
although a new economic program de- 
signed by the government is expected 
to provide work for 1,750,000. 


FRANCE 


Final results of the conversion opera- 
tion have been announced. Out of 85,- 
500 million francs of rentes 81,000 mil- 
lion francs have been converted, leav- 
ing 4,500 million francs to be repaid in 
cash. But the new 414 per cent. rente 
was offered also for cash subscription, 
and in this way the government re- 
ceived just short of 3,000 million francs. 
It follows that only some 1,500 million 


francs have been found to meet demands 
for reimbursement. The proportion to 
the capital of the rentes embraced in the 
operation works out at more than 5 
per cent. gross and less than 2 per cent. 
net. Of the 85,500 million francs capi- 
tal only a quarter was held by public 
institutions, and that individual holders 
made the conversion a success, testify- 
ing their confidence in the government's 
promise to lay before parliament the 
measures necessary to ensure equilibrium 
of the national finances. 


ITALY 


A definitely more optimistic feeling 
prevails in Italy though basic conditions 
are little changed. Agricultural pros- 
pects are generally bright, metallurgical 
output slightly increased, consumption 
of electric energy slightly up, car load- 
ings somewhat better, average stock 
quotations twenty per cent. above those 
of a month ago, and average bond prices 
the highest in history. The unemploy- 
ment position, however, is not improv- 
ing and retail business is sluggish with 
collections very difficult. The banks are 
cautious in granting credits and bank- 
ruptcies and protested notes are still 
numerous, though the amounts involved 
are smaller. The Bank of Italy’s gold 
position continues to improve slowly and 
the reduction in its interest rates is ex- 
pected to be followed by the commer- 
cial banks. The wheat harvest is offi- 
cially put at 7,300,000 metric tons, the 
largest on record. Other cereals, fruits, 
vegetables, hemp, and nuts are generally 
very good. Agricultural prospects are 
further brightened by the recent tariff 
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increases on live animals, carcasses, ani- 
mal fats and dried fruits. Increased 
prices have already resulted for domes- 
tic meats and animals. The wholesale 
index has been advancing slightly for 
several weeks, but so far without effect 
on retail prices. Bank clearings are 
down, partially due to seasonal quiet. 
Unemployment has increased by 6000 
to 945,000. Improvement is expected 
shortly when several large governmental 
undertakings get under way. The 
foreign trade balance for the first eight 
months of 1932 is considerably less ad- 
verse than during the corresponding 
period of last year. Freight movements 
through principal ports are larger and 
the number of tourists shows marked 
improvement though expenditures are 
moderate. Metallurgical production is 
slightly better but the mechanical trades 
have few orders outside of those for 
the government and Russia. Automotives 
are doing satisfactorily in the domestic 
market but exports are greatly curtailed. 
The cotton industry remainis quiet with 
three months’ supply of raw cotton on 
hand. Wool spinners have bought con- 
siderably heavier stocks than last year 
and combing and spinning mills are well 
occupied. On account of a slight stif- 
fening in prices and the reappearance 
of American buyers, the silk industry is 
more optimistic. 


AUSTRIA 


From the Monthly Report of the Wie- 
ner Bank-Verein is gleaned the follow- 
ing regarding the proposed national 
loan: “Immediately after our last re- 
port had been issued, the prospects for 
the conclusion of an Austrian external 
loan were substantially improved by the 
signature of the Lausanne protocol. Said 
instrument is an agreement between the 
Austrian and the major part of the 
governments that had guaranteed the 
1923 League of Nations loan. Continu- 
ing the reconstruction work begun in 
1922 under the auspices of the Council 
of the League of Nations, the signatory 
powers undertake—other countries being 
allowed to join—to enable Austria to 
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issue a twenty year external loan up to 
the net equivalent of 300 million schil- 
lings on the basis of the present exchange 
parity, and to facilitate the issue by 
agreeing that each country shall guaran- 
tee individually the service of the loan 
for the amount issued within its terri- 
tory. The new loan is to be secured, 
ranking after the League of Nations and 
the 1930 Federal loans, on the customs 
and the gross receipts of the tobacco 
monopoly. It is provided that the net 
proceeds of the issue in foreign cur: 
rencies shall have to be sold to the Aus- 
trian National Bank which will be able 
to dispose thereof in agreement with its 
foreign adviser only. The Federal Gov- 
ernment may apply the schilling equiva- 
lent received only to the funding of 
floating debts of the government and of 
the railways, while the creditors thus 
satisfied shall be compelled to reduce to 
a corresponding amount their own in- 
debtedness towards the National Bank. 
Other provisions of the protocol aim at 
balancing the budget and at protecting 
the currency. The protocol has been 
sanctioned by the Austrian National As- 
sembly, but it can only be placed be- 
fore the legislative bodies of the other 
countries concerned during their autumn 
sessions. No definite agreement has 
been reached as yet with regard to the 
countries that are to participate in that 
transaction, and the total of the amount 
to which Great Britain, France, Italy, 
Switzerland, and Belgium have so far 
committed themselves, does not yet reach 
the foreseen maximum limit of the whole 
operation; particulars concerning the 
issue are to be settled at a later date by 
a committee of the guaranteeing powers. 
While it is known that the 100 million 
schillings advanced by the Bank of Eng: 
land to the Federal Government are to 
be repaid out of the proceeds of the 
contemplated loan, no statement has yet 
been made whether the ninety million 
schillings advanced to the Austrian 
National Bank by the Bank for Inter’ 
national Settlements are likewise to be 
refunded. Furthermore, according to 
reports from abroad, single governments 
propose to demand that, from the pro- 








following comment: 


adapted to American methods. 





Collections on Ecuador—South America 


Many representatives of American manufacturers have expressed to us the 


“Your Collection Department is thoroughly modern and well 
I will make every effort to in- 
duce my firm to concentrate their collections with your bank.” 


Our Collection Service has been so organized that the business of American 
exporters and bankers is handled in Ecuador with the same standard of efficiency 
and promptness as that to which they are accustomed in the United States. 


LA PREVISORA NATIONAL BANK OF CREDIT 
GUAYAQUIL — ECUADOR 











ceeds of the portion of the loan guaran- 
teed by them, sufficient sums to be set 
aside to satisfy claims of their nationals 
which could, owing to foreign exchange 
regulations, not be settled in the normal 
way. It is therefore impossible to com- 
pute for the time being the amount of 
new foreign bills that may be expected 
from the loan.” 


THE NETHERLANDS 


The government budget recently in- 
troduced into the parliament place the 
estimates of total receipts for 1933 at 
518,223,483 florins, which compares 
with 544,268,092 florins for 1932. Ex- 
penditures for 1933 are estimated at 
572,857,368 florins, compared with 588,- 
072,941 florins for 1932. Decline in 
the receipts is to be met by a provi- 
sional increase in tariff duties for one 
year from 10 to 13 per cent., by a per- 
manent luxury tax, and by an increased 
tax for one year on beer. 


SWEDEN 


From the Index, issued by Svenska 
Handelsbanken, the following informa- 
tion is obtained regarding general con- 
ditions in Sweden: “The course of eco- 
nomic events in Sweden during the past 
three months has exhibited the same mu- 
tually conflicting tendencies as have been 
apparent in a number of other coun- 
tries, notably England and the U. S. A. 
On the one hand, the general tone in 
the business world has gradually become 
more and more hopeful, important fac- 
tors, as far as Sweden is concerned, be- 
ing the remarkably stable price conditions 


and the country’s powers of resistance— 
testified to, indeed, by foreign observers 
—in face of both the general depres- 
sion and the severe after-effects of the 
Krueger crash. On the other hand, 
apart from a recovery on the stock ex- 
change and an unusually favorable har- 
vest, it is difficult, against the back- 
ground of the statistical facts available, 
to discern any real signs of improvement 
in the outlook.” 


RUMANIA 


Rumania’s foreign trade for the first 
half of the current year closed with a 
credit balance of 2,028,000,000 lei (one 
lieu equals roundly $0.006), with im- 
ports amounting to 5,426,000 lei as 
against 7,454,000,000 lei. Compared 
with the relative data for the first half 
of 1931, both imports and exports were 
lower in 1932 by 36 and 28 per cent., 
respectively. The credit balance for 
1932 compares with a similar balance of 
1,899,000,000 lei in the 1931 period. 
The decline in imports is due entirely to 
the lower purchasing power of the urban 
population and to tariff and other re- 
strictions, whereas in the case of exports 
lower prices of Rumania’s principal 
commodities are chiefly responsible for 
the shrinkage in value as the tonnage 
shipped in 1932 is only 9 per cent. be- 
low that of the 1931 period. 


DEN MARK 


The Monthly Review, issued by Den 
Danske Landmandsbank, says: ““Accord- 
ing to the agricultural balance of trade 
of Denmark, computed by the Agricul- 
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tural Council, the total exports of agri- 
cultural produce in the first seven 
months of 1932 amounted to Kr. 510,- 
000,000, which was Kr. 96,000,000 less 
than in the first seven months of 1931. 
At the same time the imports of raw 
materials for agriculture were reduced 
by Kr. 11,000,000 to Kr. 133,000,000, 
and the result was an excess of exports 
of Kr. 377,000,000 against Kr. 462,000,- 
000 in January-July, 1931.” 


POLAND 


Negotiations covering credits for the 
financing of the sugar production car- 
ried in London between representatives 
of the Polish sugar industry and the Brit- 
ish Overseas Bank, Ltd., have been con- 
cluded. The bank will extend credits 
totalling 800,000 pounds sterling, which 
will be distributed among the various 
mills by the two Associations of Sugar 
Producers. 

The City of Warsaw is planning to 
issue a short term bond issue in the 
amount of 15 million zlotys, according 
to reports. 

The Ministry of Finance is studying 
several bills introducing reforms of the 
taxation system. The bills in question 
will be submitted to the Diet during the 
next session. The Ministry is also pre- 
paring the draft of the state budget for 


August, 1932 
22,189,000 
1,970,000,000 


“Liabilities failures 
“Bank clearings 


the fiscal year 1933-1934. It is reported 
that the total amount of expenditures 
will not exceed 2.2 million zlotys. 

The government has authorized the 
State Land Bank to issue new 41/4 per 
cent. gold mortgage certificates in the 
amount of 50,000,000 zlotys. Certifi- 
cates of this issue, known as Series I, 
will be in denominations of 100, 500, 
1000, 5000 and 10,000 zlotys and their 
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equivalent in gold U. S. dollars, Dutch 
guilders, French francs and Swiss francs, 
Proceeds from the sale of these bonds 
shall be used for loans to agricultural 
enterprises for the financing of invest- 
ments, for periods of forty years. The 
bonds are secured by a first mortgage on 
properties to which loans were granted 
and in amounts not exceeding 50 per 
cent. of the appraised valuation of such 
properties, by all resources of the bank 
and finally by an unconditional guaran- 
tee of the state treasury, as to the pay- 
ments of both the principal and interest. 
Interests will be payable semiannually 
on January 2 and July 1 of each year, 
while drawings of bonds for redemption 
will take place on May 1, and Novem- 
ber 2. 


ARGENTINA 


Under date of September 26, the First 
National Bank of Boston had the fol- 
lowing from its branch in Buenos Aires: 
“There was a favorable trade balance 
for the first eight months of 401,000,000 
paper pesos, against 128,000,000 a year 
ago. Business continues quiet. The 
August combined bank statement shows 
deposits down 5,000,000, loans down 
38,000,000, cash up 33,000,000 to 822,- 
000,000-—the highest since September, 
1929. Cash reserve is 22.5 per cent. 


July, 1932 


31,542,000 
1,994,000,000 


August, 1931 


29,966,000 
2,436,760,000 


“A rather optimistic statement of the 
Minister of Finance improved quotations 
about the middle of this month. There 
is lower interest paid on bank deposits, 
also increased buying. The Conversion 
Office report of paper pesos shows gold 
reserve 583,915,126, commercial bills 
rediscounted 263,604,555, patriotic 
bonds 170,000,000, total currency in cir’ 
culation 1,315,537,940.” 





CANADIAN SERVICE 
for AMERICAN BANKERS 


In 1859, the Bank of Montreal—then an in- 


Sark 
Sn NE 
me Crone 


stitution of 42 years’ experience — opened its 


Agency in New York. This office, and the 
Bank’s offices later established-at Chicago and 
San Francisco — coupled with its nation-wide 
system of branches in Canada—provide Ameri- 
can banks and financial houses having dealings 
in the Dominion with a service unexcelled in 
scope — a service backed by organization, re- 
sources and reputation. 


BANK OF MONTREAL 


Established 1817 


Total Assets in Excess of $700,000,000 


HEAD OFFICE: MONTREAL 
New York Agency: 64 Wall St. 


Chicago Office: 27 South La Salle St. 


San Francisco Office: 333 California St. 


Current Conditions in Canada 


gone little change during the 
month, says the October 22 Letter 
of the Bank of Montreal, the notable 
feature being a fairly active movement 
to market of the new wheat crop in the 
Prairie Provinces. As a consequence of 
this, car loadings of grain have exceeded 
those of the like period a year ago, to 
the advantage of the railways, whose 
gross earnings have, for the first time 
in a long while, increased. As much 
cannot be said of other commodities, 
though the rate of decline in trafic gen- 
erally has moderated. Bank clearings 
in the Western cities have been enlarged 
by the wheat movement. A disappoint- 
ing and discouraging fact is the low 
price to which wheat has fallen, a price 
lower than ever before recorded on the 
Winnipeg Grain Exchange. 
The tourist season, now concluded, 
has been fairly successful from the point 
of view of volume, indicating that the 


ic business situation has under- 


Dominion’s attractions in this respect 
are widely appreciated. As might be 
expected, however, the money spent by 
tourists was substantially less than in 
the last few years. 

The downward trend of Canada’s ex- 
ternal trade has not yet been arrested, 
the aggregate value in September being 
$18,119,000 less than in the correspond- 
ing month last year. Total trade in the 
six months ending September 30 was 
$459,596,000, or $159,908,000 less than 
in 1931, but an excess of imports in 
this period last year of $22,705,000 has 
this year been converted into an excess 
of exports of $12,542,000, making a net 
gain of $35,247,000. Dealing with de- 
tail, few increases are found on the im- 
port side either in September or in the 
elapsed six months of the current fiscal 
year, notable exceptions being larger im- 
ports of British coal and of textile fibres 
in September. Large shipments of wheat 
feature exports, these having risen in 
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BANKERS INVITED 





FOREIGN BANKS ARE 





INVITED TO CORRESPOND WITH 


The Central Bank of India, Limited 
Bombay (India) 


UR close contact with the commercial activities with five 
Offices in the City and various Branches in other parts of 
India, puts us in the best position to serve you. 
S. N. POCHKHANAWALA, Managing Director 





quantity from 14,335,000 bushels in 
September last year to 26,874,000 
bushels last month, and in value from 
$8,000,000 to $15,246,000. All other 
principal items of export have fallen 
greatly in value, though not to the same 
extent in volume. Compared with a 
year ago, exports of lumber and other 
forest products show considerable reces- 
sion, planks and boards from $10,934,- 
000 to $6,543,000, wood pulp from 
$14,146,000 to $8,134,000, and news- 
print from $53,492,000 to $40,215,000 
in the six months’ period. An increase 
in value of exports of automobiles and 
meats occurred in September, and the 
figures for these for the six months are 
higher than last year. : 

The statement of Canadian banks at 
the close of August disclosed a period 
of quiet trade during the month. Note 
circulation declined $6,795,000 to a 
figure 10 per cent. below that of a year 
ago, a recession not out of line with 
the drop in commodity prices. Current 
loans fell $24,432,000 and were $123,- 
262,000 less than the year before. 
There was an increase of $13,273,000 
in demand deposits and of $3,374,000 
in notice deposits. Bank debits for Sep- 
tember were $2,098,000,000 as com- 
pared with $2,450,000,000 in Septem- 
ber, 1931. 


CANADIAN BANK OF COMMERCE 


Canadian trade conditions are thus 
summarized in the October issue of the 
Monthly Commercial Letter of the Ca- 
nadian Bank of Commerce: 

“The seasonal increase in Canadian 
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business commenced somewhat earlier 
than in most other countries, under the 
stimulus, of course, of the generally 
good crop results as well as of certain 
special factors, such as a revival in the 
automobile export trade. Probably an- 
other influence was that industry in this 
country has never been so severely de- 
pressed as world industry as a whole; 
thus the production of the former in 
June was 75 per cent. of the 1928 level, 
while that of the latter was cstimated 
as 67 per cent. Accordingly, Canadian 
industry was in a better position to re- 
spond to the renewed demand for manu- 
factures which usually first manifests 
itself in the late summer. Furthermore, 
construction contracts steadily increased 
between June and Auyust—contrary to 
the normal trend—and there has, there’ 
fore, been a more even demand for the 
many classes of materials required for 
this work, which, however, is not much 
more than half that in progress a year 
ago. Doubtless this uniformity in con- 
struction has, together with improved 
overseas trade, enabled lumbering to 
hold its ground better than during the 
summer of 1931. 

“The higher production of steel re- 
corded for July was not fully maintained 
in the following month, whereas an in- 
crease is the general rule in August, and 
a further decline may have occurred in 
September. There was also a drop in 
automobile production in August, and 
September operations have been confined 
to meeting small market requirements 
and to preparing for a larger production 
in later months. On the other hand, 
the newsprint mills and a number of 
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secondary industries have recently been 
more active. 

“Two outstanding features early in 
September were, first, a check placed on 
the decline in employment, and, sec- 
ondly, a sharp rise in railway freight 
trafic which by mid-September exceeded 
the movement a year previous. A 
heavier trafic in grain was of course to 
be expected, but having regard to the 
severe depreciation in wheat prices there 
was room for doubt as to whether the 
heavy crops in the Prairie Provinces 
would result in any immediate improve- 
ment in the growers’ purchasing power. 
Yet, taking the prevailing prices as the 
grain has been delivered at the country 
elevators and allowing for that con- 
signed and held to the farmers’ orders 
(that is, delivered, but not sold), we 
estimate that the net financial returns 
are about $10,000,000 higher than at 
this time last year. This is partly re- 
flected in a rise in merchandise car 


loadings, which in turn shows that more 
fo at 
goods have moved into consumption 


channels. 

“Canadian wheat exports since Au- 
gust 1 have been slightly above those 
of the first two months of the preceding 
‘wheat year,’ and have formed a larger 
than normal proportion of world ex- 
ports. In fact, they represent about 
half of the total international shipments. 
But as world trade in this commodity 
has been nearly 50 per cent. less than in 
the corresponding period of 1931 the 
foreign sales of Canadian wheat are not 
large in relation to the abnormal ex- 
portable surplus. . . . 

“As a result of an analysis made by 
the bank’s branches, the number of 
tourists visiting Canada in July and 
August is estimated as 18 per cent. less 
than in the corresponding season of 
1931. In Ontario, the Province enjoying 
the largest share of this business, the de- 
crease was proportionate to that for the 
entire country. Smaller declines are 
recorded for Quebec and the Maritime 
Provinces, but one of 30 per cent. is 
shown for British Columbia, which is 
believed to have suffered from the coun- 


BANKERS MAGAZINE 


525 


ter attraction of the Olympics at Los 
Angeles. 

“The value of all tourist trade has 
fallen more sharply than the number of 
visitors, for the reports from practically 
all points state that the expenditure has 
been on an abnormally small scale. 
Apart from the fact that business and 
weather conditions have not been con- 
ducive to tourism, it seems that our fear, 
expressed a few months ago, that un- 
usually low rates for ocean travel would 
adversely affect this country’s tourist 
trade, has become a reality, for we learn 
that it has increased in the West Indies 
and Cuba, the latter country having had 
the best summer season in this respect 
ever known.” 


A FAVORABLE HARVEST 


Extensive comment is made on the 
harvest in the Monthly Letter of the 
Royal Bank of Canada. “This year’s 
wheat harvest of 467,000,000 bushels,” 
it says, “is the fourth largest in the his- 
tory of Canada. In spite of larger crops 
from smaller acreages in the years of 
previous bumper crops (1923, 1927 and 
1928) it is the increase in yield per 
acre which constitutes the contrast be- 
tween the harvest of 1932 and that of 
1931. In Manitoba, the average yield 
of wheat was 17.7 bushels per acre, 
compared with 10.5 bushels last year, 
and in Alberta it was 21 compared with 
17 bushels. High yields together with 
increased acreage brought Alberta the 
largest crop on record. Drought in 
Southern Saskatchewan seriously _ re- 
duced the total size of the crop, but for 
the Province as a whole the yield per 
acre is much better than that of last 
year. The average yield throughout the 
Prairie Provinces amounted to about 
17 bushels per acre, slightly more 
than the long-term average. Results 
on the whole correlated closely with 
precipitation during the growing season; 
this was slightly above normal in each 
of the Prairie Provinces.” 

Interesting comments on the coming 
World Economic Conference are a 
feature of the Letter. 





The Bank of Nova Scotia Celebrates 
Its Centenary 


N important event in Canadian 
Apetre circles was the celebra- 
tion, this year, of the one-hun- 
dredth anniversary of The Bank of 
Nova Scotia. 

Founded at Halifax in 1832, The 
Bank of Nova Scotia has risen from a 
local Maritime institution (one of the 
first of its kind in Canada) to front 
rank among Canadian chartered banks. 
International in scope, it now ranks 
fourth in point of assets among all 
Canadian banks. Its 330 branches 
stretch from coast to coast in the Domin- 
ion and include Newfoundland, Eng- 


J. J. Moore 
President Bank of Nova Scotia. 


land, the West Indies and the United 
States. 

The Bank of Nova Scotia was the 
first chartered bank in Nova Scotia, its 
charter being modeled on that of the 
Bank of New Brunswick (founded in 
1820 and later absorbed by The Bank of 
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Nova Scotia). The bank is proud of 
the fact that its charter was the first to 
include a clause providing for the double 
liability of shareholders—a__ provision 


which has now’ become a fundamental 
tenet of the Canadian banking system. 


J. A. McLeop 
Vice-president and_ general 
Bank of Nova Scotia. 


manager 


William Lawson, a member for Hali- 
fax in the Legislative Assembly of the 
province and chief sponsor of the pro- 
ject, was first president of the bank, and 
the original directorate included many 
men who later became prominent in 
legal and political life in Nova Scotia. 

The bank’s first annual statement pre- 
sented to shareholders in February, 1833, 
showed but four liabilities: capital stock 
paid in, £50,000; notes in circulation, 
£16,613. 10s.; deposits in the bank, 
£18,943. 13. 10 and net profits in hand, 
£310. 17. 9. Total assets were £85,868. 
An item of £153. 8s. 3d. being the “bal- 
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ance in the hands of the agents of the 
bank in New York and London” reflects 
the dealings in foreign exchange early 
undertaken by Canadian banks. The 
bank declared its first dividend July 31, 
1833, at the rate of 3 per cent. per 
annum. 

The foreign development of the bank 
is particularly noteworthy. The bank's 
first real venture outside the Dominion 
was to Minneapolis in 1885. In 1889 
the bank opened for business in Kings- 
ton, Jamaica. This was the first time in 
Canadian banking history that a char- 
tered bank ventured to establish any 
branch outside Canada, Great Britain 
or the United States. The bank now 
issues its own notes in that colony, op- 
erates twelve branches, and occupies an 
outstanding position in the financial and 
economic life of the island. 

An equally important move was the 
opening of a branch at St. John’s, New- 
foundland. The bank now has twelve 
well-placed Newfoundland branches. 

Subsequently, to round out and ex- 
pand its operations in the West Indies, 
the bank opened branches in Cuba, 
Puerto Rico and the Dominican Repub- 
lic. 


HEAD OFFICE MOVED TO TORONTO 


As a result of the development and 
growth of the bank’s business in central 
and western Canada, its chief executive 
ofice was moved to Toronto in March, 
1900. This year it celebrated its one- 
hundredth annual meeting by holding it 
in its new head office building in Halifax 
—one of the finest examples of banking 
architecture in Canada and embodying a 
new motif in Canadian architecture 
through the use of conventionalized 
forms of purely Canadian flora and 
fauna. 

In its one hundred years of existence 
the bank has had but six general manag- 
ers. Following Thomas Fyshe came H. 
C. McLeod, a Maritimer whose fight for 
external inspection for banks (a feature 
of Canadian banking since 1923) will 
long be remembered in Canadian bank- 
ing annals. He served the bank till 
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1910, when he was succeeded by H. A. 
Richardson, who piloted the bank 
through the difficult and strenuous days 
of the war. On Mr. Richardson’s 
death, in 1923, his place was taken by 
J. A. McLeod, another Maritimer, who 
this year holds the presidency of the 
Canadian Bankers’ Association. 


OTHER BANKS ABSORBED 


It was under Mr. Richardson's aegis 
that three important amalgamations took 


New head office building of the Bank 

of Nova Scotia in Halifax—one of the 

finest examples of banking architecture 
in Canada. 


place. In 1913 the bank absorbed the 
bank of New Brunswick, whose history 
dated back to 1820, and which was at 
that time the second oldest banking. in- 
stitution in Canada. 

In November, 1914, at the beginning 
of the war, the Metropolitan, a well- 
established Toronto bank, was absorbed. 
This amalgamation gave the bank a de- 
sirable and valuable banking connection 
in Ontario. 

The third merger was with the Bank 
of Ottawa, and was consummated in 
1919. Its acquisition proved a valuable 
asset to the bank and afforded a wider 
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national banking service to an important 
clientele. 

The Bank of Nova Scotia in its last 
annual statement showed total assets of 
$262,496,000. Paid-up capital stock is 
$12,000,000 and alone among all Ca- 
nadian banks it shows a reserve fund 
equal to twice its capital, namely, $24,- 
000,000. Total deposits in the state- 
ment were over $200,000,000, with cash 
resources nearly 11 per cent. of liabili- 
ties to the public, and quick assets nearly 
55 per cent. of liabilities. The book 
value of each share of capital stock is 
$304. 

Officers and directors at the present 
time are as follows: 

Officers: S. J. Moore, president; Hec- 
tor McInnes, K.C., vice-president; J. A. 
McLeod, vice-president ‘and _ general 
manager; H. F. Patterson, H. D. Burns, 
assistant general managers. 

Directors: S. J. Moore, Toronto; Hec- 
tor McInnes, K.C., Halifax; J. A. Mc- 
Leod, Toronto; W. W. White, M. D., 
Saint John; Hon. W. D. Ross, Toronto; 
Hon. George Bryson, Fort Coulonge, 
Que.; John B. Fraser, Ottawa; Russell 
Blackburn, Ottawa; Alexander Mac- 
laren, Buckingham, Que.; Hon. George 
Gordon, North Bay; F. P. Starr, Saint 
John, N. B.; O. E. Smith, Halifax; Sid- 
ney T. Smith, Winnipeg; Hon. James C. 
Tory, Halifax; Leighton McCarthy, 
K.C., Toronto; W. M. Birks, Montreal; 
Hon. J. Fred Fraser, Halifax; Hon. F. B. 
McCurdy, P.C., Halifax; A. L. Ells 


worth, Toronto. 


Interested in 
banking books? 


Send for our complete 
catalogue 


Bankers Publishing Co. 


465 Main Street 
CAMBRIDGE, MASS. 
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A NEW REGIME IN EUROPEAN 
TRAVEL 


NEW era in European travel be- 
A= with the entrance of the sen- 
sational new Italian Line vessel, 
“Rex,” which cut two whole days’ sail- 
ing time between New York and the 
French Riviera or Italy. With her 
running mate, the “Conte di Savoia,” 
entering service in December, she main- 
tains the new fast service to all Europe 


New Italian Line S.S. Rex. 


via the southern route. The “Rex” is 
one of the largest liners built since the 
war, exceeding 51,000 gross tons, and 
one of the speediest. The “Conte di 
Savoia,” 48,000 gross tons and equally 
as fast, is the only liner afloat equipped 
with Sperry gyro-stabilizers to eliminate 
rolling. 

In length, 880 feet, and in beam, 102 
feet, the “Rex” is a great vessel indeed 
-—with eleven passenger decks connected 
by electric elevators, and a series of nobly 
proportioned public rooms, the majority 
of which are located on the social deck 
and intimately connected one with an’ 
other. Her great Lido deck surrounds 
the largest outdoor tiled pool afloat, and 
there is a second smaller outdoor pool on 
the deck below for passengers in the 
special class. Other novel facilities in- 
clude a full-size enclosed squash court, 
two gymnasiums and a thermal bath es 
tablishment. 

The total area of the ship’s decks, pub 
lic rooms and staterooms equals ten 
acres. Her motive power is supplied by 
super-heat turbines developing 125,000 
horse power, driving four propellers. 
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Looking down the banking floor of the new Paris uptown branch of the Chase Bank. 

This room is a striking example of the modern treatment of bank interiors with its 

tellers’ counters instead of old fashioned cages, and its reliance for effect upon sim- 
plicity of line and natural beauty of material. 


0 


Entrance to the uptown Paris branch of the Chase Bank. This branch at 29 Avenue 
George V is only a few steps from the Champ Elysees and is readily accessible to the 


uptown residential and hotel district of the French capital. 
bank is located at 41 Rue Cambon. 


Main Paris office of the 
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in Transition 


By 
HY. W. SANDERS 


Cashier, First Trust and Savings Bank 
of Santa Barbara, California. Editor, 
“Bank Organization and Operation.” 

Graduate, American Institute of 
Banking and Institute of 
Bankers, London, England 


Pu a number of years Hy. W. 
Sanders has been editing “From a Busy 
Desk” in The Burroughs Clearing House. 
His pungent comments on the many 
problems with which the modern banker 
is confronted have won him many friends 
and readers throughout the country. 


At last Mr. Sanders’ brilliant comments 
on present-day banking have been made 
available in book form under the appro- 
priate title of “American Banking in 
Transition.” 


Within the more than 170 pages of this 
book the reader will find helpful guidance 
in the many pressing problems with which 
banking is confronted in this “new era.” 


An approval copy will be sent to any 
bank or banker. 


ORDER BLANK 


BANKERS PUBLISHING COMPANY 
Book Dep’t.—465 Main St., Cambridge, Mass. 


Please send me postpaid, a copy of “American Banking in Transition” by Sanders. I agree 
to remit $2.00 within five days or return the book. 
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AS it actin laine tiie om — 


Appropriate to its position in banking affairs is the new building of the Cambridge 


Loan and Building Company, Cambridge, Ohio. 
resting on a polished granite base. 
metal work. 


The exterior is of Indiana limestone 

Windows and doors are of crisply ornamented 

The Tilghman Moyer Company of Allentown, Pa., was the architec‘ 
and engineer for the structure. 
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The first impression of the 
interior of the Cambridge 
Loan and Building Com- 
pany’s new home is of a 
complete harmony in gray. 
This is accomplished by 
silver gray oak cabinet 
work and walls and ceiling 
decorated in soft neutral 
tints. Banking screen, 
check desks and electrolier 
are of ornamental alumi- 
num work. 


Behind the banking screen all is utility. The steel counter work is designed especially 

for the Cambridge Loan and Building Company, which does purely a savings business. 

The finish is of baked enamel in gray. The deal plates are of bakelite, which is 
durable, tough and easily refinished. 





How would you like to manage a bank from an office like this? This is the office 
of President Allan Forbes of the State Street Trust Company, Boston. The Colonial 


spirit is carried out throughout the entire bank, giving an atmosphere of rare charm. 





View of the Home Savings Bank, White Plains, N. Y. Holmes & Winslow, Charles 
A. Holmes, Successor, New York, Architects. 
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THE 
== BAN K = 
AND ITS 


FQUIPMENT 





THE BANK AND 


TILGHMAN MOYER CoO. 


The Design, Construction and Equipment of Bank Buildings 
ARCHITECTS - ENGINEERS 
ALLENTOWN PENNA. 


Bankers Headquarters 


for 


BANK SUPPLIES 


The ‘‘All Automatic’’ 


Easy Snap collapsible storage file 
boxes 


Lock-Seal Bags 
For Night Depositories 


The Strayer Coin Bag Company 
New Brighton, Pa. 
Now 19 Years Manufacturing Banking Supplies 


Good Will—An Asset 


Build it through intelligent 
use of your available 
window or lobby 
space 


Our plan will help you 


Write for details 


ELLIOTT SERVICE CO., INC. 
242 West 55th St. New York 


ITS EQUIPMENT 








HERRING-HALL-MARVIN 
SAFE COMPANY 


Manufacturers and Designers of 
Bank and Safe Deposit Vaults 


Hamilton, Ohio New York, N. Y. 


“The U. S. Treasury, all the 
United States Mints and Federal 


Reserve Banks use 


Standard Johnson 


Coin Asssorters 
and Counters 


We make a complete line of machines for 
counting, wrapping and assorting coins 


STANDARD JOHNSON CO. 


375 Pacific St., 
BROOKLYN, N. Y. 


DESK SIGNS 


GENUINE SOLID BRONZE 
For Executives Who Demand the Best 


Legible — Dignified — Everlasting 
These bronze plates, made entirely of one 
piece of genuine solid bronze, harmonize 
with the finest wood or metal interiors, 
and are particularly adaptable to bank 
and corporation offices. 

Distinctive and impressive, built to render 
a lifetime of service. 
Also Exterior Bronze Tablets, 
Honor Rolls and Nameplates 


U. S. BRONZE SIGN CO. 


217-219 Centre St. New York City 





Protection and Profits Through 
Photography 


By WILLIAM E. JOHNSON 
Bank Analyst, Devlin & Bennett, Inc., Chicago 


from the art of photography to the 

science of profitable banking, but the 
time has definitely arrived when photog- 
raphy can be successfully applied to the 
solution of certain operating problems of 
modern banking, with a marked effect 
on the profitability of deposit services. 

The necessity for some improvement 
in the methods of handling the principal 
items of banking activity has been 
brought about by a significant and sub- 
stantial change in the very elements of 
the banking business during the past 
decade. In 1913 there was an average 


it may seem to be a far cry indeed 


of seven commercial checking accounts 
for every thousand dollars in demand 


deposits. In 1929, at the height of pros- 
perity, the average number of accounts 
per thousand dollars has increased to 
thirty-five, and in the three years follow- 
ing a general shrinkage of deposit volume 
(in dollars) has at least doubled that 
figure. Coincident with this change, the 
average activity of the average account 
also increased by leaps and bounds, with 
the result that in 1929, at the height of 
deposit banking activity, the average 
number of vouchers charged against the 
average individual account each month 
was thirty-seven, as compared with five 
monthly debits to account in 1913. 

To make things more difficult, how- 
ever, the three years just past have seen 
a steady and widespread liquidation of 
deposit liabilities. Due to psychological 
and general business influences, it has 
been necessary in almost all cases to 
liquidate from 40 to 65 per cent. of the 
deposits held by the banks at the high 
point in 1929. 

“But what,” you ask, “has all this to 
do with photography?” Simply this: 
While the dollar volume of deposits has 


remained relatively static over the period 
of the past: twenty years, the average 
activity per account has multiplied 700 
per cent., and the average activity per 
thousand dollars of deposits has increased 
3820 per cent., with the net results that 
in the average institution more than 75 
per cent. of the total number of com- 
mercial checking accounts are carried at 
a loss to the bank. But increased activity 
has only been one factor in the reduction 
of bank profits. The necessity of main- 
taining highly trained personnel, expen- 
sive machinery with its attendant de- 
preciation, vastly increased expenditures 
for stationery and supplies, and the other 
expenses which make up the total for the 
commercial department, have all been 
complementary factors in bringing about 
reduced profits in this department. Now, 
since activity may be said to be the 
causal factor in reducing these profits, it 
may be logically assumed that their re- 
turn to normal could be accomplished by 
one of two means; either reduce the 
volume of activity by throwing out of 
the bank 75 per cent. of the accounts 
which are causing the major share of 
this operating expense, or reduce the 
costs of the commercial checking depart- 
ment so that current item costs may con- 
form very nearly to those prevailing ten 
and twenty years ago. 

The first solution, however, turns out 
to be impractical, for the simple reason 
that no bank operating in a small city or 
town is in a position literally to throw 
three-fourths of its patrons out of the 
bank because of the profound effect such 
action might have on the one-fourth who 
remained. Then, too, the inauguration 
of the measured service charge has given 
the banker an opportunity to make every 
account, no matter in what balance range 
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it may fall, an instrument of profit to 
the institution. The second solution is 
decidedly more practical, because no de- 
partment of the bank has been subject 
to a greater degree of inflation in operat- 
ing costs than has the commercial check- 
ing department, and logically no depart- 
ment may be subjected to a greater de- 
gree of deflation in operating costs if the 
proper means are taken to accomplish 
this end. 

The solution to the problem of han- 
dling a greatly increased volume of busi- 
ness, and at the same time keeping item 
costs and departmental expense within 
reasonable limits, lies in the adaptation 
of photographing equipment to bank 
routine work. A device to accomplish 
this purpose has been developed by the 
Recordak Corporation—a subsidiary of 
the Eastman Kodak Company—expressly 
to meet the particular operating prob- 
lems of banking routine. This machine 


has been in use of hundreds of banks, 
both large and small, for several years. 
For the most part this use has been con- 


fined to the cities in the east and along 
the Pacific Coast, and only recently has 
the equipment been available in the 
Middle West. Its efficiency, the wide 
protection which it provides against 
fraud both inside and outside of the 
bank, and the substantial economies 
which it effects in handling the routine 
work of the bank have made it popular 
wherever installed, and it is probably 
only a matter of time until photograph- 
ing equipment will be as widely used by 
banks as bookkeeping and accounting 
machinery is today. 

There are two ways of increasing net 
income in the commercial department. 
One is by increasing the gross income— 
and this may be accomplished readily and 
very satisfactorily with a system of per 
item service charges—and the other is by 
decreasing expense, which may be ac- 
complished with equal facility and satis- 
faction through the use of photography 
in the routine operations. To illustrate 
the considerable savings which may be 
obtained through the use of such equip- 
ment, let us take a particular situation, 
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analyze it, and ascertain how success- 
fully expenses were cut and net profits 
increased. 

Here is a bank with approximately 
3000 commercial checking accounts, 
and with 4500 to 9000 items pass- 
ing daily through the routine depart- 
ments of proof, transit and bookkeep- 
ing. Under the old manual system of 
handling outgoing transit, which is in 
use in most banks at the present time, it 
took two girls seven hours per day work- 
ing together to make up the letters and 
send them out at the end of the day’s 
work. With the use of the Recordak 
equipment, the same volume of work is 
accomplished by one girl in from one 
to one and a half hours of time, and ac- 
complished much more efficiently and 
with a much better record for the bank’s 
reference than was possible under the 
old system. 

The same result, to a slightly less de- 
gree, is found in the bookkeeping end 
of the work. Here three girls formerly 
alphabetized, inter-sorted, journalized 
and posted the daily ‘on us” items in 
from nine to thirteen hours of work. 
With the economy of both time and ex- 
pense which has been made _ possible 
through the use of the Recordak photo- 
graphic single posting system, two girls 
now do the same volume of work in from 
seven to ten hours’ time, depending, of 
course, on the seasonal variations in vol- 
ume of items handled in this department. 

The net result of these savings has 
been a reduction in item costs in this 
particular bank averaging almost 50 per 
cent. under the average costs of other 
banks similarly located, in spite of an 
increase in the volume of work handled 
of more than 200 per cent. 

Of almost equal importance to the re- 
duction in departmental expense which 
is made possible through the use of the 
Recordak equipment is the added secu- 
rity and protection which it affords 
against fraud. Before the installation of 
the Recordak equipment the bank was 
open to the perpetration of all manner 
of fraud. Under the old plan, when a 
customer received his vouchers at the 
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end of the month with his statement of 
account, the only tangible evidence that 
the bank possessed went out of its hands. 
It was therefore easy for a customer to 
go into the bank, draw a counter check 
for an amount which would be difficult 
to trace, destroy the canceled voucher at 
the end of the month when he received 
it with his statement, and later confront 
the banker with a positive denial of ever 
having written such a check. Now, 
however, a different order prevails for 
the bank is in a position to show any cus- 
tomer at any time, on the Recordak pro- 
jector, any and all of the checks which 
have been charged against his account, 
simply by referring to the pictures of 
the items as photographed on imperish- 
able, tamper-proof film. 

Inside fraud in the commercial check- 
ing department is impossible when 
photography is used to record every 
transaction going through the depart- 
ment. Such frauds as abstraction from 
dormant accounts, pulling ledger sheets, 
substitution of dummy ledger sheets, 
forgeries charged to dormant accounts, 
and so forth, may be caught and stopped 
immediately within any calendar month, 
because of the fact that all accounts are 
subjected to photography at the end of 
each month when the statements are 
made up, making it impossible for a dis- 
honest clerk to perpetrate a fraud with- 
out being caught immediately with the 
goods. 

The fact that the photographic record 
of an item, or of an account, is indis- 
putable evidence in court, makes this type 
of protection of inestimable value to the 
bank in case of litigation. Under the 
old system, in the absence of the original 
of a document or instrument, the bank 
was put to the necessity of trying to con- 
vince a group of jurors who possessed 
no knowledge of bank accounting prac- 
tices and who usually inclined to favor 
an individual as against the bank, by at- 
tempting to trace an item through the 
records. Anyone who has ever tried to 
do this knows how futile the task is, and 
the almost inevitable result. 

Of almost equal importance to the 


Bank that 
Fifty 


COUNTS” Color Effects 


This New Home Bank is MORE than a 
bank—It registers—NICKELS, DIMES 
and QUARTERS and Totals each. 


Surprisingly low priced. Write for 
complete information—NOW. 


L. E. JOHNSON, Sales Manager 
H. L. J. Specialty Co. 
408 Call Bldg. San Francisco, Calif. 


protection afforded to the bank by the 
use of the Recordak device, is the pro- 
tection which is given to the depositor. 
No longer need he fear that the loss of a 
conceled voucher will mean the loss of 
his only evidence of having made a cer- 


tain payment. In case a bill is paid by 
check, and the canceled check later lost 
by the customer, or destroyed, he need 
only ask the bank to supply him with a 
reproduction in full size of the missing 
document. The bank is in a position to 
procure duplicates of any lost items on 
short notice and at only a slight expense 
for postage. The advertising value of 
bank photography is therefore high, es- 
pecially if the story is presented in such 
a way as to show patrons of the bank 
that they are receiving a valuable and 
worthwhile service. 

Each of these things and all of them 
can be accomplished through the intelli- 
gent revision of time-worn and inefficient 
operating practices, the substitution 
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therefore of modern methods, and the 
installation of bank photographing ma- 
chinery, The monthly rental and film 
costs for a bank the size reviewed above 
amounts to the wage of one ordinary 
clerk, and experience has shown that 
clerical costs may be reduced a minimum 
of one-third through the use of such 
equipment. And the saving arising out 
of the successful litigation of suits with 
the indisputable evidence which this 
system offers is inestimable. 

The success with which the installa- 
tion of Recordak equipment meets the 
problems of economical handling and 
larger profits assures its enthusiastic re- 
ception by bankers everywhere, for the 
result is inevitably—Greater Profits and 
Increased Protection Through Photog- 
raphy! 


A MODERN AND TIMELY NEW 
HOME SAVINGS BANK 


For many years home coin banks have been 
instrumental in encouraging savings accounts. 
No longer need there be that uncertainty in 


guessing the contents of a bank by rattling 
it. For a new home savings bank has just 
appeared on the market that clearly records 
the total amounts put into it, by nickels, 
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dimes and quarters. That unique, patented 
feature suggests its appropriate name, RE- 
CORD-O. 

Bankers from all over the country were 
given the opportunity of inspecting this de- 
vice through an introductory exhibit at the 
58th national convention of the American 
Bankers Association, October 3-6, 1932, 
Biltmore Hotel, Los Angeles, California. 
Many expressed keen interest in the mechan- 
ical ingenuity of the bank as well as the 
handsome finishes presented. 

By keeping actual count of its contents, 
RE-CORD-O provides a strong incentive to 
drop in odd change regularly and make the 
registered amounts grow. This results in 
more frequent trips to the bank for deposits 
and there is no disappointment over the 
tellers count. The sponsors of RE-CORD-O 
believe that any bank, by distributing and 
advertising this new coin safe, can multiply 
the usual increase in volume of new savings 
business. It is not only valuable in securing 
new accounts but also puts new life into 
dormant accounts. 

Here is a brief description of RE-CORD-O. 
Three slots in the polished face of the bank 
provide for inserting nickels, dimes and 
quarters. The dollars-and-cents amounts de- 
posited in these denominations appear in 
three small windows above the corresponding 
slots. Each coin inserted causes the figures 
to change automatically, with meter-like pre- 
cision. Superior construction assures life- 
time service for RE-CORD-O, say its makers. 
There is nothing in the simple mechanism 
that can get out of order. The use of brass 
and bronze eliminates all danger of rusting. 
A new patented lock is an exclusive feature 
of this coin safe; its operation is simple when 
one knows the secret, yet it defies picking. 

The RE-CORD-O is made in a _ wide 
variety of face platings and shell colors and 
finishes. The latter include crackle enamel, 
pebble enamel, crystaline and polished effects. 
Provision is made for placing the bank’s own 
imprint on the bottom of RE-CORD-O. The 
factory is said to be in a position to manw 
facture and ship these banks at the rate of 
1000 per day, and facilities for larger pro- 
duction will be provided as needed. 

The patents of the RE-CORD-O Coin 
Safe are owned by the H. L. J. Specialty 
Company, a Washington corporation. R. B. 
Hayden, president, is the inventor; George 
Lloyd, vice-president; L. E. Johnson, secre: 
tary and treasurer. The RE-CORD-O is sold 
exclusively through L. E. Johnson, sales 
manager, located at 408 Call Building, San 
Francisco, California, where all inquiries 
should be directed. 





How Banks Are Advertising 


A Monthly Review of Current Financial Publicity 
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IS FINANCIAL ADVERTISING ONLY 
54% EFFECTIVE? 


By Marvin A. LEMKUHL 


Advertising department, First Wisconsin National Bank of 


Milwaukee 


are getting only fifty- 

four cents’ worth of ad- 
vertising effectiveness for 
every dollar they spend on 
newspaper advertising. This, 
at any rate, is the disturbing 
conclusion indicated by an 
analysis of the headlines of 
221 advertisements recently 
run by 100 banks and trust 
companies. 

Why an analysis only of 
headlines? 

Because headlines make or 
break advertisements. Able 
ad-‘men agree, and copy tests 
prove, that the headline of 
an advertisement is, in most 
cases, the one outstandingly 
important factor determining 
the advertisement’s effective- 
ness—or failure. 

With that as a premise, 
the headlines of 221 bank 
and trust company ads re- 
produced in the August issue 
and the second September 
issue of “Bank Ad-Views” 
were studied in an effort to 
gauge their pulling power 
and hence the effectiveness 
of the advertisements. 

The 221 ads should repre- 
sent a better-than-average 
cross section of financial ad- 
vertising, for only those ads 
judged to be outstanding are 


Fis eeing advertisers 


selected for reproduction in 
“Bank Ad-Views.” 

The yardsticks used in 
measuring headline effective- 
ness were the three guides 
formulated by John Caples 
on the basis of seven years 
of testing and analysis of the 
pulling power of advertise- 
ments. These three guides, 
as set forth in Mr. Caples’ 
book, “Tested Advertising 


PREPARE 
FOR 
SUNNY 
DAYS / 





Methods,” are—self-interest, 
news, curiosity. 

That is, Mr. Caples states 
that the best headlines are— 

1. Headlines which appeal 
to the reader’s self-interest— 
headlines offering the reader 
something he wants. 

2. Headlines that 
news. 

3. Headlines which arouse 
the reader’s curiosity—al- 
though the value of these is 
doubtful when they do not 
also include elements of 
either self-interest or news. 


A study of the headlines 


of the 221 financial advertise- 


give 


SAve Now! Enjoy financial independence later. 


Use the services of this sixty-six year old bank. 


Cre 
Branches ° 
BROAD STREET 
Brood et Sixth 
CHURCH HILL 
25th end Broad Sweets 


4615 Williamsburg Ave. 


va 


STATE~PLANTERS 
BANK [RUST ©. 


HEAD OFFICE: Ninth and Main Streets 


Established 1865 


Member Federal Reserve System 


This, one of a series, brightens up the savings idea by 
making it rain. 
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kL name The Commercial National 
Bank and Trust Company as your 
Executor and Trustee is to have 
complete assurance that your 
wishes are going to be carried out 


with thoroughness, promptness and 


economy. 


oP 


THE 
COMMERCIAL NATIONAL 





BANK AND TRUST COMPANY 
of New York 


36 WALL STREET 


An artistic emblem, plentiful white space judiciously used, 

and a few words carefully chosen to stress phases of the 

personal service idea, has distinguished this series often 
seen in local newspapers. 


ments revealed that only 119 
of them—or 54 per cent.— 
contained any one or more 
of the three elements found 
to contribute importantly to 
advertising pulling power. 

Here are headlines typical 
of those judged to be effec- 
tive-— 

HELPING YOU GET 
WEALTHY (self-interest). 


50,000 THRIFTY CUS- 
TOMERS! (news). 


MEN HAVE THE HAB- 
IT OF DYING AT THE 
WRONG TIME (curios- 
ity). 

On the other hand, the 
following headlines—lacking 
all three of the “essential” 
elements — typify those 
which were considered effec- 
tive: 


COURAGE 


AN ORGANIZED 
FORCE 


CONSERVATISM 


TIME FOR REFLEC 
TION 


The 221 advertisements 
studied may be classified as 
follows—33 commercial, 62 
savings, 61 trust, 65 institu. 
tional. In terms of headline 
effectiveness, _ these 
classes rated 


four 


Commercial 
Savings 
*Trust effective 
*Institutional . 38.5% effective 

*The 61 trust and 65 institu. 
tional advertisements included § 
and 10 “historical” ads respec: 
tively. These were not ratable 
as effective under the method of 
judging used in this analysis, but 
they might have been considered 
effective under a less rigid 
method. 


. 72.7% effective 
effective 


It may be interesting to 
the statistical - minded to 
know which of the three 
headline elements — self-in- 
terest, news, curiosity—pre- 
dominated in each of the 
four classifications. The ac: 
companying table sums up 
the analysis in detail. 

In appraising this analysis 
of financial advertising, one 
criticism stands out; namely, 
classification of the headlines 
—despite the definite yard- 
sticks set up—in some cases 
tends to be a matter of indi: 
vidual judgment. 

Nevertheless, the analysis 
does point to a weakness in 
much bank and trust com: 
pany advertising—the use of 
static, anaemic headlines. 
The survey reveals 102 such 
headlines out of a total of 
221, or 46 per cent. Thus, 
since headlines in most cases 
make or break advertise 





custome 
reader 
mind 
produc 
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nents, 46 per cent. of finan- 
jal advertising is ineffective, 
and therefore waste. 

This, admittedly, is a 

broad conclusion — perhaps 
ynwarranted, although the 
walysis discussed here is 
quite comprehensive. 
"But even a conclusion less 
atreme and less disturbing 
should re-eemphasize in the 
ninds of financial advertisers 
the necessity for keeping the 
customer, the prospect, the 
reader always uppermost in 
mind when planning and 
producing advertisements. In 
particular, it would seem 
that financial advertising 
could attain a greater degree 
of effectiveness through the 
use of headlines deliberately 
composed to win reader in- 
terest. After all, even the 
most dignified advertisement 
of the most conservative bank 
must be read—not merely 
seen—if it is to do a real ad- 
vertising job. 


HOW BANKS ARE 
ADVERTISING 


Tue Central Hanover Bank 
and Trust Company of New 
York answers inquiries from 
campaign in newspapers and 
magazines, by forwarding an 


Number and Kind 
of ads in 
the survey 
33 Commercial 
62 Savings 
61 Trust 
65 Institutional 


advertisements 


13 Million Dollars 
. «+» New Money 


In fact $13,368,337.61, to be exact, has 
been advanced to 4547 separate financially. re- 
sponsible individuals, firms and corporations 
this year by the American Banks. 

This money was used to finance agriculture, 
commerce and industry. Ic provided employ- 
ment for labor, financed the improvement and 
ownership of homes and.served to better con- 
ditions in the Nashville area. 

You will be interested in knowing that 
your bank recognizes as its responsibility to 
the community the extension of credit at all 
times to financially sound, constructive under- 
takings where the customer's patronage of the 
bank justifies. This has been the practice of 
the American Banks for years. 


The credit policy of the American Banks has 
been a powerful factor in stabilizing and better- 
ing conditions in Nashville and Tennessec. 


oe KS 


The American’ National N ASHVILLE Nashville and American 


Bank 


Trust Co. 


Note how this copy definitely states the amount of the 

American Banks’ recent loan advances to local business— 

convincing proof that here is an institution doing its 
part to help business back to normal. 


eight-page booklet comparing 
its current trust advertising 
the costs of transferring an 
estate by three methods. 
These comparisons are 
similarly treated for estates 


of $250,000, $500,000, 
$750,000, $1,000,000, $2,- 
000,000, $5,000,000 and 
$10,000,000, and for each of 
these estates there is a sepa- 
rate booklet. 


Essentials of Good Headlines Combination Headlines 


Self-interest News 


is 9 
19 11 
15 8 
7 14 


54 42 


4 
13 
14 

9 


40 


of 20r3 without any 


Curiosity “essentials” ‘essential’ 


9 
6 25 
4 28* 
5 40** 


17 102 


*This number of “ineffective” trust ads includes 5 “historical” ads, as explained in the 
text of the accompanying article. 
This number of “ineffective” institutional ads includes 10°“historical’’ ads, as explained 
in the text of the accompanying article. 
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Page one gives a foreword 
of explanation and assumes a 
typical case of a married 
man, with children, desirous 
of having his wife receive a 
full enjoyment of his prop- 
erty with the estate ulti- 
mately passing to the chil- 
dren. It also states that “A 
Central Hanover Plan, adapt- 
able to the needs of your 
family, may be prepared for 
your estate. Documents 
which are necessary for the 
application of the plan 


should be drawn by your 
own attorney and the plan 
passed upon by him before 
execution.” 

The booklet for an estate 
of $5,000,000 shows, on page 
three, that by the first 
method (transferring the es- 
tate by two wills, first to the 
wife and then to the chil- 
dren) out of the original es- 
tate, the children receive but 
$2,860,510, a net decrease of 
$2,139,490. By the second 
method, explained on page 





“T Feel That The Bank of Montreal 
HasA Distinct Personality p 


Said an old customer of the Bank 
recently: “In my opinion a bank has 


4 personality just as positive and dis- 
tinct as that of an individual.” 


The personality of the Bank of 
Montreal, created by its founders and 
perpetuated by their successors, is 
reflected in the substantial charac- 
ter of the clientele the Bank has 
drawn co it, and expresses itself 
through more than 600 Branches 


BANK OF MONTREAL 


Established 1817 


TOTAL ASSETS IN EXCESS OF $700 000,000 


which are so many points of con- 
tact with the people and the com- 
mercial life of Canada. 


The elements which have gone into 
that intangible but very real thing 
—the personality of Canada’s oldest 
bank— include the Bank's unwaver 
ing strength and conservatism, its 
helpful, efficient service, and its 
thorough knowledge of local con- 
ditions wherever it is represented. 











MOP BST 


By induction, the reader is personally greeted at the bank 
door, conducted through its branches, impressed with its 


services to Canada, and saturated with its stability. 


An 


excellent institutional advertisement. 
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four (by will and trust yp. 
der will) the children receive 
$3,641,523. Next is out 
lined the third method 
(trust, will and trust under 
will) showing a saving over 
the second method of $328. 
581. 

The next two pages ex: 
plain and amplify the as 
sumptions in these computa: 
tions, and the policy of the 
bank. The last page lists the 
branch offices. Included with 
the booklet is a pamphlet 
amplifying the Central Han: 
over slogan of “No Securi- 
ties For Sale.” 

The entire treatment of 
this subject is excellent. Its 
appeal is mainly mathemati- 
cal and based on a dollar 
and cents saving. The figures 
are somewhat detailed but, 
while complete for the pur 
pose they serve are not bur 
densome. Moreover, the ar’ 
rangement of the booklet is 
such that the coolness of the 
statistics is more than bal: 
anced by the sober dignity 
of the booklet itself and 
warmed to human_ under 
standing by its general make: 


up. 


OPPORTUNITIES often slip by 
unnoticed. Here is one that 
didn’t. In New York re 
cently the much-heralded 
Eighth avenue subway was 
opened to the public. One 
of its express stops was at 
the corner of Eighth avenue 
and 14th street. On that 
corner is also the building ot 
the 78-year-old New York 
Savings Bank. 

Smartly, this bank issued 
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, map, which folds to pocket 
sz, and containing, in addi- 
tion to the plan of the Eighth 
wenue subway, the lines of 
the LR. T., B. M. T., and 
Hudson Tubes and their 
snnecting points. By infer- 
ence, the accessibility of the 
tank was thereby suggested. 


In the black year of 1907, 
the First National Bank and 
Trust Company of Amity- 
ville, N. Y., became existent. 
In a souvenir booklet com- 
memorating its 25th anni- 
versary, this bank sketches its 
history in five-year periods. 
A reproduction of the first 


Small Accounts 


What the de 


sitor with a 


small balance should expect from 


a large commercial bank 


CENTURY AGO the banker 
was defined as one who 
“draws inte active operation 
those small sums of money 
vhich were previously unpro- 
ductive in the hands of private 
individdals; and at the same 
time furnishes accommodation 
to those who have need of addi- 
tional capital to carry on their 
commercial transactions.” 


There is in this definition 
enough basic truth to indi- 
cate that the small individual 
orbusinessaccountis welcome 
in a large commercial bank. 
Bankers, likeall other business 
men, wish to serve every cus- 
tomer of good standing with 


whom a mutually prof- 
itable relationship can be 
developed. 

* 


It is mainly in the hands 
of the depositor whether or 


must be maintained. Above 
this amount, the profitability 
of an account toa bank de-" 
pends on its size in relation 
to its activity and to demands 
for special service. 


Activity includes not 
only the number of checks 
drawn but also the number of 
items deposited. Service 
inchides the time of officers 
or employees spent on the 
account in any way. 

*« 

The small depositor who 
can arrange his affairs so that 
his account is acceptable to 
a large commercial bank, 
should be no less careful 
than the large depositor in 
the selection of his banking 
connection. Considerations 
of safety are vital to him. 

Therefore, as between a 
bank which is lax and one 


statement showing resources 
of $53,929.09 is shown in the 
first period history. A re- 
production of its latest state- 
ment showing resources of 

2,298,643.64 is shown in 
the last period history. The 
copy suggests that between 
these two periods as typified 
by the statements, the growth 
of the bank has been steady 
through depression and con- 
servative through prosperity 
—and will continue to be so. 


The booklet, of eight 
pages, is attractive in covers 
of dark blue and dull silver. 
Text pages are dark blue on 
gray—pleasing to the eye by 
contrast. With the excep- 
tion of the front cover an- 
nouncement, the cover pages 
are plain. Page one of the 
text expresses a welcome 
from C. A. Luce, the presi- 
dent. Pages 2 and 3 present 
the history. Page 4 lists the 
officers and directors. Re- 
action from depositors has 
been most favorable. 


not any well-run bank can 
afford to handle his business. 
He may spend all he earns, 
or so handle his affairs that 
little of his capital is in the 
form of cash. On the other 
hand, he may keep a cash re- 
serve which will qualify him 
for a commercial banking 
connection, 


There 1s an_ irreducible 
minimum cost in handling an 
account. To meet, this, an 
adequate deposit balance 


which is strict in its require- 
ments, he should choose the 
latter. For the bank which 
protects the investment of its 
shareholders is maintaining 
the margin of safety which 
protects its depositors. 


* 
IRVING 
TRUST 
COMPANY 


ONE WALL STREET 


q NEXT WEEK: Interest on Deposits P 





Continuing the typography and same 
general layout as its recent attracting 
trust series, this New York bank has 
set out to educate its public in bank- 
ing. It has been widely agreed that 
this education process is one of the 
major advertising jobs to be accom- 
plished as part of a better banking 
program. The advertisement repro- 
duced here is typical of this excellent 
campaign. It is arresting in its novel 
style; the copy is clear and vigorous; 
the thought defined completely and 
with precision. And, beyond doubt, 
‘the public that knows its bank will be 
less liable to stampede on_ hearing 
strange noises. 
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“Take a folder!” The old 
request is given a brand new 
twist in a novel and striking 
display being featured by the 
Williamsburgh Savings Bank 
of Brooklyn, N. Y., and the 
Central Savings Bank of 
Brooklyn, N. Y. These dis- 
plays, which are attracting 
much interest, are operated 
by the photoelectric cell, or, 
in more familiar parlance, 
the electric eye. 

In one form, used in step- 
ping up the sale of safe de- 
posit boxes, the observer sees 
at the back of an open cabi- 
net a section of boxes, just 
as they appear in the bank’s 


vault, with one open box 
containing securities. A sign 
invites spectators to reach for 
the box. Anyone reaching in 
for the securities or for one 
of the folders which are 
prominently displayed, inter- 
rupts a beam of light and 
actuates the mechanism of 
the cabinet. An exact re- 
production of the bank’s 
vault door appears in the 
spot occupied a second be- 
fore by the invitingly open 
deposit box. Thus is symbol- 


ized in dramatic fashion the 

protection afforded by the 

bank’s safe deposit service. 
Another type of display 


1461 When Uoboten Boy: Joined ing Ranks of the Blue 


The 75th Anniversary 
of 


THE FIRST NATIONAL BANK 
OF HOROKEN 


Two Convarsant Orrices 


. 47 Mewann StReaT 


113 147s Sreear 


ACK in 1861 the Hoboken docks were a scene of activity and excitement asbrave Hoboken 
luvs ealisted for service in the Cuil War to keep these United States united 


When the Government f 
and other expenses of its inc 
caused all paper money to de 

te was then that the 
permitting national biak 
the Treasury. Later a 10° 
and the currency of national bv 


__ In 1865, feeling that Hoboke 


Hoboken in peace-time oleate 


Today. as another depresson tales into hi 
once again as a bank that has shown out. 


since 1857, 


nt amd moue currency to meet the payroll, 
an to demand wlver and gok! which 
ull, specie payments were suspended 
as created to stabilize conditions by 
st Unsted States toads deposited with 
table for state banks to tesuc Paper money 
pted moary of the Raton 
ved by a bank ander strict United States 
First Na mpeg unk of He ive 
@ find that the city’s only commercial 
ar and was ready wo D go forward with 


ory. this 75 year-old tatitution stands forth 
wling strength through every period of stress 


is 


To commemorate our 75th anniversary ond three generations of patronage and toot 


will, we are publishing this sex 


ies of bistorical Hoboken advertisements. The nex 


reviewing the dopronsica which “followed the Civil War, will appear September pon 
A swemenis booklet, comtmiming the hnstery of Hoboben for the past 75 years, will be disirebuted al & later date to amyoue reyac.ting 6 copy. 


Another historical. 


But definitely tied up with the worst 


of all depressions by showing in picture and print other 
worst depressions, and the bank's safety through them all. 


based on the same principle 
consists of a translucent 
mirror, behind which an jl. 
luminated poster flashes up 
when the observer reaches 
for a folder. The concem 
sponsoring the display is de. 
veloping a monthly poster 
service for banks to be used 
in connection with the dis 
play cabinet. This service 
will include posters on thrift, 
safe deposit boxes, Christmas 
Club, Travelers’ Checks, Va 
cation Club, etc. 

Banks have found this un 
usual display unique in in 
terest value and in moving 
their advertising literature. 


DEFENSE of so-called “hard: 
boiled banks” is made by the 
First National Bank, Detroit, 
Mich., in 

newspaper page 

ment signed by Wilson W. 
Mills, chairman of the board, 
who considers it time to tel 
the public frankly why @ 
bank must at times refus 
loans in order to keep them 
in line with deposits. 

“In the last few years you 
have heard a lot of talk about 
‘hard-boiled banks’ — about 
banks which aren't so liberal 
in extending credit as they 
are expected to be,” reads the 
advertisement. 

Expanding on this theme, 
it states further that the 
banks remaining open today 
are the ones who strictly ad 
hered to the sound and fun 
damental principles of bank 
ing. It explains in the lan 


are, and the reason for them 
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The advertisement concludes 
with the paragraph: 

“These depositors realize 
that no bank can be a ‘one- 
way bank’—can make loans 
without commensurate de- 
posits. And they are just as 
frank in admitting that no 
depositor should be a ‘one: 
way customer—should ex- 
pect loans without obligating 
himself to maintain compen- 
siting deposits at all times 
and under all conditions.” 


SLENT tribute to the prog- 
ress of financial advertising 
is found in the study of cur- 
rent, depression-born copy. 
That of the Irving Trust 
Company of New York, re- 
produced elsewhere in this 
department, is typical. To 
our attention has come an- 


other “educational” piece of 


copy from the Wachovia 
Bank and Trust Company of 
Winston-Salem, N. C. This 
isone of a series being run 
in local newspapers and 
predicated on the wise theory 
that upon bank advertising 
and publicity rests a very 
definite responsibility to teach 
the fundamental principles 
ot sound banking. Entitled 
“Liquiiry—What It Means 
and How It Is Obtained,” 
and closed by the name of 


the bank, the following copy 
Was written: 


To say that a bank's assets 
ae “liquid,” means that they are 
readily and quickly convertible 
into cash. 

_ Liquidity is essential in vary- 
ing degrees, to all types of bank- 
‘ng imvestments, from Govern- 
ment bonds to individual loans 
~because the banker must be 
ray to pay depositors their 
ds in any amount requested. 


“What a PLEASANT 
Place to Bank!” 


INCE moving int® our new 

home we've heard count- 

less comments from customers 

and non-customers — from 

Topeka people and visitors 
from far away. 


One of the things people notice 
is that this is a pleasant place 
to do their banking. Our quar- 
ters have been carefully planned 
and arranged and decorated and 
furnished in such a way as to 


avoid any suggestion of cold- 
ness and hard formality. In- 
stead, there's an atmosphere that 
people like—an atmosphere of 
warmth, cheerfulness, and hos- 
pitality. 

. » » Well, that’s an appropriate 
sort of home for this bank. For 
our bank has been noted for 
friendly hospitality ever since 
Topeka was so small that all its 
citizens were neighbors! 


NATIONAL 


NK OF 


TOPEKA 


—FOUNDED 1868 


— in the Imposing New Building 
at SIXTH AND KANSAS 


Making the public comfortably at home in new banking 


quarters is an important task. 


The easy cordiality of 


this copy is an open invitation to all of Topeka—a 
combination of dignity and friendliness. 


Therefore, in granting ioans, 
he must not tie up the deposi- 
tors’ funds in long-term credits. 
Capital loans are an accepted 
reason for issuing bonds, stocks 
or mortgages; but not for lend- 
ing depositors’ money. 

Next, the banker must arrange 
loan maturities so that funds will 
constantly be coming back into 
the bank, and the natural process 
will be one of liquidation and re- 
loaning. Depositors can check 
out their funds. The banker 
cannot draw a check against his 
loans. So they must “rotate.” 
Borrowers should be constantly 
cutting down their loans for 
their own safety as well as the 
bank’s. 

Of course, the bank must 
have satisfactory evidence that 
the loan will be repaid when 
due. It must be absolutely 
good, not by belief or hearsay, 
but on the basis of detailed facts 
and figures. 


Given these conditions, and 


subject to the ordinary dictates 
of common sense, the Wachovia 
is willing and able to extend 


credit to any customer who has 
maintained a balance in propor- 
tion to the loan desired. 


DIRECT MAIL FINAN- 
CIAL ADVERTISING 


SPEAKERS for the Financial 
Advertising Department of 
the Direct Mail Advertising 
Association Conference at 
the Hotel Pennsylvania, New 
York, on October 5, stressed 
the value of direct mail as an 
advertising force. 

Sheldon. L. Stirling, as- 
sistant treasurer of the Union 
and New Haven Trust Com- 
pany, New Haven, Conn., 
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TRUST FACTS 
ABOUT 
WACHOVIA 


Absolute segregation of 
each trust's assets from 
those of the bank and 
every other trust 


Our officers are genuinely 
interested in beneficiaries 
—as human beings! 


Promptness' 
An extensive personne! — 


with a broad and vaned 
background in investment, 


estates and trusts in our care, from any 


Wachovia department; nor do we sell trust 


investments to any of our departments 


Simply a final assurance (if any were needed) 


accounting, property man- 
agement, and taxation — 
work together as a unit 
tO protect our trusts 


39 years’ experience 


that in recommending the purchase or sale 


of trust securities, we have one motuve only 
and a wholly disinterested one. the welfare 


of our trust clients and thei beneficiaries! 


WACHOVIA 


Fifteen officers and rwenty: 
six employees of the 
Wachovia's vanous offices 
devote their entire time to 
the work of our Trust 
Department 


In each section of the State, 
Wachovia has trust repre 


BANK AND TRUST COMPANY secu specalng 2 


NORTH CAROLINA 


Asheville 


High Poiat ‘Winston Salem 


estate analysis, who will be 

glad ro assist you in work- 
Raleigh ing out an estate plan 
Salisbury 


The fundamentals in the right-hand column are repeated 

in others of this series, while the main copy changes its 

stress and appeal, and attracts again by that change. The 
typography recommends this one. 


talked on the subject “Direct 
Mail to Promote Business for 
Banking and Trust Com- 


panies.” He emphasized the 
point that direct mail, prop- 
erly used, not only increases 
sales but also cuts selling 
costs. He cautioned against 
expecting too much from this 
medium, pointing out that it 
attains effectiveness when co- 
ordinated with display adver- 
tising and personal solicita- 
tion. He also showed that 
best results were obtained 
through small but carefully 


selected lists rather than 
large lists gathered haphaz- 
ardly. 

Tacob Kushner, assistant 
secretary of the United States 
Trust Co., Paterson, N. J., 
spoke on “Direct Mail That 
Helps Solve Public Relations 
Problems.” Mr. Kushner 
gave a summary of replies 
received from a survey which 
he had made as to how ‘hese 
problems were being met in 
other cities. Drawing his 
conclusions, he emphasized 
the importance of the per- 


—— 


sonal letter, picturing it as 
the voice of the bank. Per. 
sonal letters, properly used, 
were said to be of the utmost 
value, through their cordiality 
and clearness, in establishing 
a closer alliance between the 
bank and the customer. Dj: 
rect mail “virtually speaks 
for the bank.” 

Sketching briefly the his. 
tory of direct mail develop- 
ment through the educational, 
service offered, and inquiry 
seeking stages, Tracy M. 
Purse, of the Purse Com 
pany, Chattanooga, Tenn., 
opened the concluding talk 
on the program. Mr. Purse 
commented on the impor: 
tance of adapting advertis 
ing to solving the problems at 
hand and preserving its con: 
tinuity. He warned that 
sufficient funds should be set 
aside to see the campaign 
through, and sufficient time 
allowed to get the full ef: 
fects. By concrete examples, 
he showed that direct mail 
plays an important role in 
the prosecution of success 
ful campaigns through such 
media as letters, booklets, 
pamplets, statement inserts, 
and other publications. 

The program was devel 
oped by Robert Sparks, as 
sistant treasurer of the 
Bowery Savings Bank, New 
York. H. A. Lyon, adver 
tising manager of the Bank 
ers Trust Co., New York, 
and president of the Finan 
cial Advertisers Association, 
presided. 
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Convention News 


COMING BANKERS’ CON- 
VENTIONS 


AMERICAN BANKERS ASSOCIATION. Execu- 
tive manager, Fred N. Shepherd, 22 East 40th 
street, New York City. 


AMERICAN INSTITUTE OF BANKING, Chi- 
cago, June 12-16, 1933. 


CALIFORNIA BANKERS ASSOCIATION, Pasa- 
dena, 1933. Secretary, Andrew Miller, 632 
Mills Building, San Francisco. 


ILLINoIs BANKERS ASSOCIATION, Chicago, 
June 5-6, 1933. 


Iowa BANKERS ASSOCIATION, June 19-21, 
1933. Secretary, Frank Warner, 430 Liberty 
Building, Des Moines. 


Kansas BANKERS ASSOCIATION, Salina, 
1933. Executive vice-president, W. W. Bow- 
man, Topeka. 

Mip-ConTINENT Trust CONFERENCE, Mil- 
waukee, Wis., November 17-18. Under the 
auspices of the Trust Division, American 
Bankers Association. 


Missour!I BANKERS ASSOCIATION, May 16- 
17, 1933. Secretary, W. F. Keyser, Sedalia. 


MortTGAGE BANKERS ASSOCIATION. Secre- 
tary, Walter B. Kester, 111 West Washing- 
ton street, Chicago. 


Bank Buildings 


Design, Construction 
Equipment and Modernization 


Our many years of experience 

in designing bank buildings, and 
in so planning interiors as to secure 
maximums of convenience and efh- 
ciency, qualify us to perform these 
services for you promptly, per- 
fectly and economically. 


Booklet sent upon request without 
obligation 
CHAS. A. HOLMES 


Successor to 


HOLMES & WINSLOW 


BANK BUILDING SPECIALISTS 
Established 20 Years 


153 E. 38th Street - New York 


NATIONAL ASSOCIATION OF CREDIT Men, 
Milwaukee, June 19-24, 1933. 


NEw JersEY BANKERS ASSOCIATION. 
nual Trust Conference, November 
Paterson, N. J. 


OKLAHOMA BANKERS AsSOCIATION, Okla- 
homa City, May 23-24, 1933. Secretary, 
Eugene P. Gum, 907 Colcord Building, Okla- 
homa City. 


An- 
17-18, 


RESERVE City BANKERS ASSOCIATION, 
Denver, 1932. Secretary, J. J. Schroeder, 
162 West Monroe street, Chicago. 


WISCONSIN BANKERS ASSOCIATION, Green 
Lake, Wis., June 20-22, 1933. 


FREE TRADE IN IDEAS NOW 
HURDLES TARIFF WALLS 


Orrices have now been opened in New York 
by Amerika-Interessen, Inc., organized as the 
American unit of A. G. Fuer Amerika: 
Interessen, operating also in Berlin, Paris and 
London. 

How the work of this corporation helps 
manufacturers in this country to surmount 
the tariff barriers which gridiron the world is 
explained in the following statement by 
Botho Lilienthal, president of the corpora- 
tion: 

“Our method of operation is to make avail- 
able to the manufacturers of one country, 
devices, processes and patents that have been 
proved successful in other countries. For 
manufacturers who wish to augment their 
incomes by obtaining business abroad, but 
cannot do so by exports, we negotiate agree- 
ments covering production and marketing 
rights. This is done by issuing licenses on a 
royalty basis or by the outright sale of the 
manufacturing and marketing rights for the 
country involved. In other words, we are 
endeavoring to replace the export of manu- 
factured goods to some extent by bringing the 
inventive achievements, the engineering skill 
and manufacturing experience from one na’ 
tion to the other. And fortunately, there are 
no tariff barriers against such import and 
export of ideas. 

“Not only that, but this mode of interna: 
tional trade helps the unemployment situa- 
tion of the country into which we introduce 
new ideas, because it often opens new lines 
of manufacture in such country and is also 
of benefit to the country from which we ex’ 
port, because of the financial results strength’ 
ening the gold reserves in this country. 

“This work is already under way. A num 
ber of German inventions have been satisfac: 
torily placed in England, and English de: 





EXAMINATIONS - SYSTEMS - TAXES 
FOR 


Banks and Trust Companies 


McARDLE & McARDLE 


ACCOUNTANTS AND AUDITORS 
Forty-Two Broadway, 


velopments are now being brought to the 
favorable attention of German industries. 
Similar negotiations are under way between 
Berlin and Paris. Eventually it is our plan 
to extend this exchange of ideas to cover the 
advantageous placement of the products of 
all countries that are now experiencing difh- 
culty in export trade. 

“In order to start our American company, 
our engineers have selected from over 1000 
offerings about 100 devices that seem suit- 
able for immediate exploitation in this coun- 
try. These are in many fields and include 
such widely different lines as machine tools 
and appliances, electrical devices, tempera- 
ture indicators and recorders, optical instru’ 
ments, advertising displays, air conditioning 
equipment, welding processes, steel house 
construction, and household utensils. These 
are but a beginning. Additional products 
and ideas will continuously be brought here 
from European countries and I hope to take 
many American developments successfully to 
Europe.” 


NATIONAL CHARTER FOR THE 
CONTINENTAL-ILLINOIS 


AT a meeting of stockholders of the Con- 
tinental-Illinois Bank & Trust Co., held last 
month, the plan to convert that bank into 
a national bank was approved. The new 
name will be Continental-Illinois National 
Bank & Trust Co. of Chicago. All facilities 
and services in all departments of the bank 
—commercial, foreign, savings, trust—will be 
continued in the present banking quarters at 
231 South La Salle street. 

“Tt will not be necessary for customers to 
make a change in present arrangements for 
the transaction of their business with any de- 
partment,” James R. Leavell, president of the 
bank, stated. ‘“‘Depositors and customers will 
not be inconvenienced in any way and their 
Present relationships will not be disturbed by 
the change from state to national charter.” 

Nationalization of the bank was first pro- 
posed at a board meeting September 6. It is 
reported that the change will occur before 
the end of the month. The bank will have 
total invested capital of $102,500,000, dis- 


New York City 


tributed as follows: Capital, $'75,000,000; 
surplus, $25,000,000; undivided profits, $2,- 
500,000. Stockholders will receive one share 
of capital stock of the new national bank for 
each present share held. The stock will have 
a par value of $100 per share and a book 
value of $136.36. In addition, each share 
will carry with it proportionate trusteed own- 
ership of the Continental-Illinois Co., the 
bank’s security affiliate, which has capital and 
surplus of $2,500,000. 


REVISION OF CANADIAN PACT 
POSTPONED A YEAR 


THE revision of the Canadian Bank Act has 
been postponed by the present Canadian gov- 
ernment for a year. 

The reason given for the postponement is 
that the administration desires to await the 
outcome of the proposed International Eco- 
nomic Conference called by Premier Ramsay 
Macdonald. 


CHARLES T. FISHER, JR., IN 
NEW POST 


CuHarLes T. FIsHER, Jr., has resigned as 
manager of the Michigan division of the Re- 
construction Finance Corporation to accept a 
position as vice-president of First National 
Bank, Detroit, according to announcement 
made by Wilson W. Mills, chairman of the 
board of that bank. 

Mr. Fisher is twenty-six years old and the 
son of Charles T. Fisher, vice-president of 
General Motors Corporation. He was ap- 
pointed secretary-treasurer of the Michigan 
division, National Credit Corporation, in 
1931, a position he left to assume his duties 
with the Reconstruction Finance Corporation. 

John C. Hicks has been appointed to suc- 
ceed Mr. Fisher. He has been a member of 
the Detroit advisory committee of the Re- 
construction Finance Corporation from its in- 
ception and is also president of the Michigan 
Bankers Association and president of the fol- 
lowing banks: St. Johns National Bank, Clin- 
ton County Savings Bank, Commercial Na- 
tional Bank of Ithaca, Mich.; the Ithaca Sav- 
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ings Bank and the 
Pompeii, Mich. 


Pompeii State Bank, 


FIRST WISCONSIN GETS TWO 
NEW BRANCHES 


THE Bay View National and the Sixth Wis- 
consin National banks, Milwaukee, have be- 
come branch offices of the First Wisconsin 
National Bank, Milwaukee, as a further move 
by the First Wisconsin National to change 
its national charter banks in Milwaukee from 
group banks to branches. The new branches 
will be known as the Bay View office and the 
Sixth Wisconsin office. 

The addition of these two new branches 
gives the First Wisconsin seven branches in 
Milwaukee and will be followed by the con- 
version of the Northwestern National from a 
group bank to a branch. Total resources of 
the Bay View at the time of the report to the 
comptroller on September 30 were $2,205,951 
and those of the Sixth Wisconsin, $1,497,428. 
The change of putting the resources of these 
group banks with that of the parent bank 
gives the First Wisconsin National Bank re- 
sources of $168,919,991. 

The first action of the First Wisconsin Na- 
tional to change group banks within Mil- 
waukee to take advantages of economy in op- 
eration and consolidation of control was in the 
National Bank of Commerce. The ruling by 
the Federal banking authorities was that since 
the last Wisconsin legislature let down the 
bars prohibiting branch banking in letting 
state banks have receiving stations the na- 
tional banks could have branches within a 
city without complying to the exact pro- 
visions of the state law. 


BANK AT SAYRE, PA., REMODEL- 
ING QUARTERS 


THE officers and directors of the First Na- 
tional Bank of Sayre, Pa., at a vecent board 
meeting voted to proceed at once with the 
remodeling and modernizing of their present 
banking quarters. Included in the improve- 
ments are a new main entrance, the rearrange’ 
ment and installation of a low type counter, 
ventilation system, redecoration of the entire 
interior, and the other changes incidental to 
modernization. The work will be started at 
once by the Tilghman Moyer Company of 
Allentown, Pa., and is scheduled to be com- 
pleted before the holidays. Local labor, sub- 
contractors and material firms will be em- 
ployed wherever possible. 

The officers of this institution feel that 
taking advantage of the present low build- 
ing costs, and the fact that they are provid- 
ing new business and employment for the 
community, two worthwhile objects are being 
accomplished. They already report favorable 
comment by people of the community. 
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COFFEE SHOP OPEN 
UNTIL MIDNIGHT 


OSCAR G. SCHALK RECEIVES 
APPOINTMENT 


Oscar G. SCHALK, comptroller of _ the 
Mercantile‘Commerce Bank and Trust Com- 
pany, St. Louis, was elected secretary-treasurer 
of the National Conference of Bank Auditors 
and Comptrollers at the October convention 
of the conference held in Los Angeles at the 
same time as the convention of the American 
Bankers Association. Since officers of the 
conference move up by rotation, Mr. Schalk’s 
election means he will become head of the or- 
ganization three years hence. 

Mr. Schalk has become widely known for 
his progressive ideas in the world of figures. 
Twice he has served as head of the St. Louis 
Conference of Bank Auditors and Comp- 
trollers and for three years was regional com- 
mitteeman for the National Conference. 


BOSTON FINANCIAL GROUP 
ELECTS 


RALPH M. EAstTMAN, State Street Trust Co., 
Boston, has been elected president of Finan- 
cial Advertisers Association of New England. 
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Manhattan—30 West 34th St. 
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Roy Booth, Jr., National Shawmut Bank, is 
a new vice-president, and Louis W. Munro, 
Doremus & Co., a director. 


BECOMES TRUST OFFICER OF 
CLEVELAND TRUST COMPANY 


WitLtarp W. WILSON was named a trust 
oficer of the Cleveland Trust Company by 
action of the board of directors of the bank 
last month. He was for five years trust officer 
of the Midland Bank, recently merged with 
the larger institution. 

Mr. Wilson is a graduate of Wooster Col- 
lege, class of 1914, and Western Reserve 
Law School, 1917. For eight years previous 
to joining the Midland he was associated with 
the law firm of Cook, McGowan, Foote and 
Bushnell. He is a director of the Cleveland 
Securities Corporation. 


NEW YORK CITY BANK STOCKS 
REACT 


THE trend of New York City bank stocks 


was lower during the week ending October 
22, the decrease in the aggregate value ap- 
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proximating 3.2 per cent. The aggregate 
value of sixteen leading issues, according to 
records compiled by Hoit, Rose & Troster, 
amounted at the close of the week to $1,- 
713,088,000, which compares with a total of 
$1,769,716,000 reported at the close of the 
previous week, and with a total of $929,- 
895,000 reported on May 31, last, the low 
point of the depression. 

The average yield of the sixteen stocks is 
now 6.32 per cent., compared with 6.12 per 
cent. reported on October 14, and with a 
record yield of 13.24 per cent. reported on 
May 31. The current market value of the 
sixteen issues is now 1.03 times their known 
book value against 1.06 October 14 and com- 
paring with a record low of 0.53 times on 
May 31. Based upon current figures New 
York bank stocks are now selling at 13.9 
times their known earnings, compared with 
14.4 times as of October 14, and with 6.9 
times on May 31. 


HIROSI SAITO HONORED 


Hiros: Saito, Charge d’Affaires of the Im- 
perial Japanese Embassy at Washington, was 
the guest of honor at a reception recently 
given by Burnett Walker and his associates 
in the Guaranty Company of New York. 
Mr. Saito only recently returned to this 
country as Charge d°Affaires but is well 
known in the United States, and particularly 
in New York, having been Consul-General 
there for several years. He is recognized as a 
Japanese who at all times has an extraordi- 
narily clear and sympathetic perception of 
the American point of view. A large num- 
ber of guests, including important members 
of the New York industrial and banking 
fraternities, as well as the legal profession, 
were all friends of Mr. Saito and are very 
pleased to have him again in this country. 


SHARING WORK IN BANKS 


THE following letter was recently published 
in The New York Times: 


To the editor of The New York Times: 


I am much interested in the Teagle plan 
for sharing wark. Why not start in the 
banks where, at the end of each month, there 
is an abundance, of overtime? I attended an 
unemployment ‘conference recently at which 
Edward Rybicki of the City Employment 
Bureau urged that instead of overtime, 
former employes of those institutions re- 
leased because of the slump be given this 
extra work. 

FRANK J. REILLY. 


New York, Oct. 23, 1932. 
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ELECTED PRESIDENT OF THE 
WOMEN’S ADVERTISING 
CLUB 


Miss A.ice Davis, of the Mercantile‘Com- 
merce Bank and Trust Company, St. Louis, 
was elected president of the Women’s Ad- 
vertising Club of St. Louis in October. She 
has been an assistant to Samuel Judd, man- 
ager of the advertising department for five 
years and has been an advocate of advertis- 
ing direct to women. In this field the Mer- 
cantile‘Commerce Bank and Trust Company 
several years ago took the lead and put on a 
successful direct mail campaign to St. Louis 
women, explaining various forms of trust 
service. 


U. S. DEBT SIX BILLION BELOW 
1919 PEAK 


THE total outstanding interest-bearing debt 
of the United States Government as of Oc- 
tober 16, based upon the latest official figures, 
is still $6,000,000,000 less than the peak total 
reported during 1919, despite the fact that 
the total debt has been increased by some 
$4,300,000,000 since January, 1931. The 
total interest-bearing debt now stands at $20,- 
500,000,000, against $16,000,000,000 in 
January, 1931, the low point since the war, 
and compares with a war-time high of $26, 
600.000,000 reported in 1919. The out 
standing debt, maturing within one year, in- 
cluded in the above total, is now under $3,- 
150,000,000 or 16 per cent. of the total. 
This compares with a floating debt of $5, 
735,000,000, equal to 22 per cent. of the 
total peak debt reported in 1919. 

The recovery in prices of United States 
Government bonds during the past year, in 
the face of unfavorable national and world 
economic events, has brought the callable 
Liberty bonds back to 1930 levels and long: 
term treasury bonds to prices better than 
those of 1929. 

Important general information and specific 
facts on the interest-bearing debt of the na- 
tion are revealed in a special booklet. pub- 
lished by The First of Boston Corporation. 
Complete data are given covering the amount 
of each separate issue outstanding, the de- 
nominations, redemption provisions, tax ex- 
emption features and also their acceptability 
for tax payments. Also a table for comput- 
ing discount and accrued interest and a 
method for determining the corporation tax- 
able equivalent. 

The booklet also contains a complete dis- 
cussion of the subject of national bank note 
circulation, outlining the factors controlling 
the profit to be derived from exercising the 
privilege, the most satisfactory method for 
calculating such profit, and detailed pro- 
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cedure for obtaining or retiring such circula- 
tion. 

Numerous charts are presented tracing 
monthly high and low prices of active Lib- 
erty and Treasury issues, a comparison of 
rate trends for short-term money market ob- 
ligations, and semi-monthly yield range on 
five long-term Treasury issues over the last 
year and a half, during which Government 
issues were subject to wide fluctuations. 


FINDS BUSINESS METHODS 
CHANGED BANKING 
CONDITIONS 


Scarcity of financial transactions of a type 
creating pure commercial credit, caused by 
changed business methods rather than volun- 
tary banking policies, was a major factor in 
the non-liquid banking situation that was 
“abnormally vulnerable to the general busi- 
ness reaction” which began in 1929, the Eco- 
nomic Policy Commission, American Bankers 
Association, says in a report made public re- 
cently. Banking readjustments that have 
now been made and a return by business to 
former financial practices are more effective 
means for restoring desirable conditions than 
“too much regulation by means of radical 
legislation,” it says. 

Loss of liquidity by the commercial bank- 
ing credit structure has “important social and 
economic aspects and is not merely a banking 
technicality,” the commission says, defining 
banking liquidity as “maintenance of an ade- 
quate position, by the convertibility of earning 
assets into cash through the automatic maturity 
of loans and discounts and the marketability 
of other paper and investments without loss, 
to keep a bank amply prepared at all times 
to meet withdrawals of deposits or make ad- 
justments in the employment of its funds.” 
The most satisfactory method is an ample 
volume of eligible commercial loans and com: 
mercial paper and, secondarily, investment in 
Federal Government and other high grade 
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securities with stable market conditions, it 
says, but points out that “this ideal situation 
was very materially disrupted by circumstances 
over which bankers had little or no control.” 
Widespread changes in the financial habits of 
business, which moved its goods faster and 
financed working capital needs more largely 
with security issues in place of bank credit, 
resulted in a decline in the demand for com- 
mercial loans and supply of commercial 
paper, causing “technological unemployment 
for commercial banking credit,” the commis- 
sion finds, 

“The enforced search for other employ- 
ment was reflected in an increase in invest- 
ments, a rise in loans on real estate, often 
taken as additional collateral to secure weak- 
ened loans, and expansion in loans on secu- 
rities during the stock market boom when 
many desirable customers were insisting on 
such accommodations,” the report says. “Al 
ways there continued a steady drop in the 
ratios of pure commercial credit. 

“At the very time there prevailed to a 
serious extent this direct debasement of the 
liquidity of the credit structure of the banks, 
their position was further rendered less liquid 
by collapse of market values of investments 
and real estate. This disruption in condi- 
tions under which banking was operating 
rendered it absolutely impossible for it to 
maintain its former standards of liquidity. It 
was against this precarious position that the 


full force of the public panic of distrust 
against the banks struck.” 
Those who blame the impairment of bank- 


ing liquidity on changed methods “pre- 
meditatedly adopted by bankers and would 
curb them by law would strike at symptoms 
rather than the disease itself,” the report de- 
clares. It adds: 

“Those who hold that increased invest- 
ments by commercial banks and the unde- 
sirable decline of liquid commercial loans 
should be corrected by outlawing investment 
activities so far as the commercial banks are 
concerned, apparently have the theory that 
engrossment of bankers in investment afhl- 
iates, distribution of securities and building 
up large investment portfolios for their 
banks caused neglect and shrinkage of pure 
commercial bank credit. The reverse may be 
the truth. Shrinkage of demand from busi- 
ness for accommodations on a commercial 
credit basis and its transfer of a large part 
of its working capital requirements from 
bank loans to security issues naturally caused 
bankers to increase their interests along in- 
vestment lines to keep their facilities and 
growing resources employed.” 


If, with return of normal conditions, busi- 
ness methods return to their former standard 
credit practices, the chief cause of impaired 
liquidity will be remedied or reduced, and 
likewi e business will find a better capitalized 
and better managed group of banks ready to 
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serve it than under the pre-depression condi- 
tions, the report says. 

“If there does not develop the hoped for 
restoration of the part played by pure com- 
mercial banking, and a less liquid type is to 
become permanent, the present structure will 
be better qualified than before to adapt itself 
to this situation without need of too much 
regulation by statute,” it says. “It will re- 
quire closer adaptation of the investment 
portfolio to the deposits side of a bank’s posi- 
tion in co-ordination with its commercial loans 
than generally existed when the depression 
fell upon the country. It will require, also, 
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a higher development of the investment 
faculties of our commercial banks, rather than 
their suppression by law. These are largely 
managerial problems to be handled by the 
banks themselves and cannot be solved by 
means of radical legislation.” 


HOUSEHOLD FINANCE REPORT 


STATEMENT of Household Finance Corpora- 
tion for the nine months ended September 


30, 1932, shows net income after all ex- 
penses, charge-offs and reserves for uncol- 
lectible loans and reserves for depreciation 
and taxes was $2,956,834, which compares 
as follows with nine month figures of pre- 
vious years: 1932, $2.956,834; 1931, $3,- 
250,754; 1930, $2,939,870; 1929, $2,371,392. 

Net income of $2,956,834 is equivalent to 
$13.52 per share on the 218,637 shares of 
participating preference stock outstanding 
September 30, or 4.29 times the $3.15 nine 
month dividend. 


ALLAN B. COOK HEADS PUB- 
LICITY COMMITTEE 


ALLAN B. Cook, vice-president Guardian 
Trust Company, Cleveland, has been ap- 
pointed chairman of the publicity committee 


of the trust company division of the Amer- 
ican Bankers Association, succeeding Francis 
H. Sisson, vice-president of Guaranty Trust 
Company, New York, who was elected presi- 
dent of the American Bankers Association at 
its recent convention in Los Angeles. Mr. 
Cook has served on the publicity committee 
for the past seven years. 


FIRST NATIONAL AT ADDISON 
MODERNIZES BUILDING 


THE First National Bank at Addison, N. Y., 
has just authorized the Tilghman Moyer Com- 
pany of Allentown, Pa., to proceed at once 
with the design and construction of an 
eighteen-foot by forty-one foot one-story 
addition to their bank building, similar in its 
architecture to the classic architecture of the 
present building. The added space will be 
used for offices and work rooms. They are 
also having a new twelve-inch vault door in- 
stalled on their safe deposit vault and are pro- 
viding larger and more commodious booth 
facilities. These improvements plus the 
modernizing of the main banking room are 
being completed at a cost considerably less 
than $10,000, in further evidence of the wis- 
dom and courage of the officers of this New 
York state institution. 


ELIMINATION OF UNECONOMIC 
UNITS MAKES FOR SOUNDER 
BANKING 


ELIMINATION of “uneconomic units” by sus’ 
pensions, mergers and voluntary liquidations 
has made the country’s banking structure 
generally stronger than any of the sweeping 
plans for legislative reforms could have done, 
the economic policy commission of the Amer- 
ican Bankers Association declares in a re’ 
cent report. 

More than 10,000 institutions have been 
eliminated in the last eleven years, reducing 
the number from 30,000 to less than 20,000, 
the commission reported. It added that al- 
though many good banks and bankers have 
been ruined by conditions outside their con: 
trol, many of the defunct banks never should 
have received charters in the first place. 

“There has been a salutary elimination ot 
undesirable elements and causes of weakness 
that reacted against all banking, a strengthen- 
ing of the banks that are left and a raising of 
the now prevailing standards of character and 
soundness as measured in terms of average 
capital, resources, available volume of busi’ 
ness and qualities of management,” the com: 
mission said. The average bank in 1921 had 
the activities of only 3500 persons as the 
basis of its business, it stated, while today 
there were more than 6000 persons to each 
bank, and capital funds a bank then averaged 
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ACH year a greater number of wills, in which a 
E banking institution is named as executor or trustee, 

are filed for probate. The reason is that banks, 
by reason of their experience in fiduciary work and their 
well organized trust departments, are able to conduct 
the affairs of an estate with greater efficiency and safety 
than is ordinarily to be expected of the individual 
fiduciary. 


The settlement of a decedent’s estate is, of course, 
largely a matter of routine. The statutes of each state 
present the practice to be followed in probating the 
will, the method to be adopted in collecting the assets 
of the estate, the payment of claims, debts and legacies, 
the form of and the time for accounting and the various 
other steps to be followed in closing the trust. 


These vary in each state and it is necessary for 
every trust official to acquaint himself with the statutory 
provisions of this character in his own state. 


But there are certain underlying principles of conduct 
which apply to all fiduciaries in every state. In general 
these have to do with the investment and conservation of 
the funds of the estate. 


The violation of these principles may lead to personal 
liability. And there are many instances in which, though 
an innocent error, a bank or individual acting as execu- 
tor or trustee, has not only been deprived of the commis- 
sions which the law allows by way of compensation but, 
in addition, has been. surcharged with a _ substantial 
sum in favor of the estate. 


This book is largely based on decisions of this charac- 

ter; decisions of moment to the trust official and which 

te are entitled to his close attention. It cites and discusses 

Publication Date more than 500 decisions of the courts dealing with every 
September 10, 1932 phase of estate management. 
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$205,000 and deposits, $1,250,000, while to- 
day the averages were $420,000 and $2,500,- 
000, or twice the former figures. 

“The total capital funds for the 30,800 
banks of 1921 were $6,360,000,000 and to- 
day they are approximately $8,500,000,000 
for 19,500 banks, a readjustment downward 
from the high point of $10,000,000,000 
reached in 1930,” the commission reported 
further. “No arbitrary dimensions can be 
stated for the banking plant required by the 
nation, but probably these readjustments have 
gone far in bringing it in line with a sounder 
relationship to the actual needs of the coun- 
try than has existed in over a decade and the 
present number of banks and volume of 
banking capital can take care for some time 
to come of the expansion in business which is 
to be expected.” 


A THIRD OF A CENTURY OF 
BANKING SERVICE 


UNINTERRUPTED service of thirty-three years - 


in a bank is a rare record at best, but when 
that record is made by one who founded an 
institution and served as its president for 
almost a third of a century, the record is 
exceptional. 

On November 1, 1932, Oliver Jackson 
Sands, now president of the American Bank 
& Trust Company, made this score. 

Having worked in the First National Bank 
of Fairmont, W. Va., of which his father was 
president, as cashier, the young banker se- 
cured a position as national bank examiner 
for the district in which Richmond is lo- 
cated, and this led to the selection of Rich- 
mond for the site of his future efforts and to 
the founding of his bank. Many induce- 
ments came to him through his length of 
service to leave Richmond for larger fields, 
but the old city held him. 

To sum up the results of his most efficient 
service in his bank one only needs to recall 
that its capital has increased from $200,000 
to $3,500,000, which is the largest capital 
of any bank in Virginia. Its deposits have 
grown to $15,000,000 and its resources to 
$23,000,000. 

His influence is further seen in the fact 
that his first bank building to which he moved 
from the store opposite the post office on 
Main street, was the first skyscraper in Rich- 
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mond, and this new architectural adventure 
became the butt of much good natured 
raillery until the Mutual Insurance Company 
followed suit within the next year or two. 

Today the little skyscraper stands enlarged 
to one of Richmond's finest modern steel 
structures and the American owns nine other 
complete banks which it operates in con- 
venient locations throughout the city. 

Under the leadership of Mr. Sands the 
American was the first national bank in the 
United states to start a savings department 
and also the first national bank in the United 
States to operate under the Federal statutes 
permitting national banks to organize trust 
departments, and the first in the South to es 
tablish branch banks. In each of these ac 
tivities it anticipated the trend of modern 
banking in the United States and the present 
nation-wide development. 

Mr. Sands’ bank had the distinction of 
being the first bank in the South to install a 
development or new business department, 
and was one of the first financial institutions 
in the whole South to plan and execute a 
series of newspaper display advertisements. 

From this first advertisement it is found 
that a board of directors of nine members 
has grown to a directorate of eighteen of 
Richmond's most prominent business men. 
Of the original board the only survivors are 
Mr. Sands and William C. Camp, now vice- 
president in the bank. Supplementing this 
board the American has today associated with 
it as members of the advisory board of its 
branch banks thirty-eight other prominent 
leaders in Richmond's business interests. 

From three officers the executive personnel 
has grown to thirty and the tabulation of its 
stockholders would show as remarkable an 
increase. 

And so it is seen that from a small na- 
tional bank, under the leadership of Oliver 
Jackson Sands, the American National Bank 
has grown into the American Bank and Trust 
Company, one of the leading financial in- 
stitutions of the South, with connections not 
only in its own section, but throughout the 
United States and in foreign countries. 

His activities have not been confined to 
his institution, but he has been a leader in 
all financial, industrial, charitable and patri- 
otic activities. The town of Sandston, named 
for him, is a monument to his vision, his in- 
dustry and his interest in his fellow man. 





